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a library from limiting Internet access to or oth-
erwise protecting against materials other than
those referred to in subclauses (I), (II), and (III)
of paragraph (1)(A)(i).

‘‘(3) DISABLING DURING CERTAIN USE.—An ad-
ministrator, supervisor, or other authority may
disable a technology protection measure under
paragraph (1) to enable access for bona fide re-
search or other lawful purposes.

‘‘(4) TIMING AND APPLICABILITY OF IMPLEMEN-
TATION.—

‘‘(A) IN GENERAL.—A library covered by para-
graph (1) shall certify the compliance of such li-
brary with the requirements of paragraph (1) as
part of the application process for the next pro-
gram funding year under this Act following the
effective date of this subsection, and for each
subsequent program funding year thereafter.

‘‘(B) PROCESS.—
‘‘(i) LIBRARIES WITH INTERNET SAFETY POLI-

CIES AND TECHNOLOGY PROTECTION MEASURES IN
PLACE.—A library covered by paragraph (1) that
has in place an Internet safety policy meeting
the requirements of paragraph (1) shall certify
its compliance with paragraph (1) during each
annual program application cycle under this
Act.

‘‘(ii) LIBRARIES WITHOUT INTERNET SAFETY
POLICIES AND TECHNOLOGY PROTECTION MEAS-
URES IN PLACE.—A library covered by paragraph
(1) that does not have in place an Internet safe-
ty policy meeting the requirements of paragraph
(1)—

‘‘(I) for the first program year after the effec-
tive date of this subsection in which the library
applies for funds under this Act, shall certify
that it is undertaking such actions, including
any necessary procurement procedures, to put
in place an Internet safety policy that meets
such requirements; and

‘‘(II) for the second program year after the ef-
fective date of this subsection in which the li-
brary applies for funds under this Act, shall cer-
tify that such library is in compliance with such
requirements.

Any library covered by paragraph (1) that is un-
able to certify compliance with such require-
ments in such second program year shall be in-
eligible for all funding under this Act for such
second program year and all subsequent pro-
gram years until such time as such library comes
into compliance with such requirements.

‘‘(iii) WAIVERS.—Any library subject to a cer-
tification under clause (ii)(II) that cannot make
the certification otherwise required by that
clause may seek a waiver of that clause if State
or local procurement rules or regulations or
competitive bidding requirements prevent the
making of the certification otherwise required
by that clause. The library shall notify the Di-
rector of the Institute of Museum and Library
Services of the applicability of that clause to the
library. Such notice shall certify that the library
will comply with the requirements in paragraph
(1) before the start of the third program year
after the effective date of this subsection for
which the library is applying for funds under
this Act.

‘‘(5) NONCOMPLIANCE.—
‘‘(A) USE OF GENERAL EDUCATION PROVISIONS

ACT REMEDIES.—Whenever the Director of the
Institute of Museum and Library Services has
reason to believe that any recipient of funds this
Act is failing to comply substantially with the
requirements of this subsection, the Director
may—

‘‘(i) withhold further payments to the recipi-
ent under this Act,

‘‘(ii) issue a complaint to compel compliance of
the recipient through a cease and desist order,
or

‘‘(iii) enter into a compliance agreement with
a recipient to bring it into compliance with such
requirements.

‘‘(B) RECOVERY OF FUNDS PROHIBITED.—The
actions authorized by subparagraph (A) are the
exclusive remedies available with respect to the

failure of a library to comply substantially with
a provision of this subsection, and the Director
shall not seek a recovery of funds from the re-
cipient for such failure.

‘‘(C) RECOMMENCEMENT OF PAYMENTS.—
Whenever the Director determines (whether by
certification or other appropriate evidence) that
a recipient of funds who is subject to the with-
holding of payments under subparagraph (A)(i)
has cured the failure providing the basis for the
withholding of payments, the Director shall
cease the withholding of payments to the recipi-
ent under that subparagraph.

‘‘(6) SEPARABILITY.—If any provision of this
subsection is held invalid, the remainder of this
subsection shall not be affected thereby.

‘‘(7) DEFINITIONS.—In this section:
‘‘(A) CHILD PORNOGRAPHY.—The term ‘child

pornography’ has the meaning given such term
in section 2256 of title 18, United States Code.

‘‘(B) HARMFUL TO MINORS.—The term ‘harm-
ful to minors’ means any picture, image, graphic
image file, or other visual depiction that—

‘‘(i) taken as a whole and with respect to mi-
nors, appeals to a prurient interest in nudity,
sex, or excretion;

‘‘(ii) depicts, describes, or represents, in a pat-
ently offensive way with respect to what is suit-
able for minors, an actual or simulated sexual
act or sexual contact, actual or simulated nor-
mal or perverted sexual acts, or a lewd exhi-
bition of the genitals; and

‘‘(iii) taken as a whole, lacks serious literary,
artistic, political, or scientific value as to mi-
nors.

‘‘(C) MINOR.—The term ‘minor’ means an in-
dividual who has not attained the age of 17.

‘‘(D) OBSCENE.—The term ‘obscene’ has the
meaning given such term in section 1460 of title
18, United States Code.

‘‘(E) SEXUAL ACT; SEXUAL CONTACT.—The
terms ‘sexual act’ and ‘sexual contact’ have the
meanings given such terms in section 2246 of
title 18, United States Code.’’.

(b) EFFECTIVE DATE.—The amendment made
by this section shall take effect 120 days after
the date of the enactment of this Act.

Subtitle B—Universal Service Discounts
SEC. 1721. REQUIREMENT FOR SCHOOLS AND LI-

BRARIES TO ENFORCE INTERNET
SAFETY POLICIES WITH TECH-
NOLOGY PROTECTION MEASURES
FOR COMPUTERS WITH INTERNET
ACCESS AS CONDITION OF UNI-
VERSAL SERVICE DISCOUNTS.

(a) SCHOOLS.—Section 254(h) of the Commu-
nications Act of 1934 (47 U.S.C. 254(h)) is
amended—

(1) by redesignating paragraph (5) as para-
graph (7); and

(2) by inserting after paragraph (4) the fol-
lowing new paragraph (5):

‘‘(5) REQUIREMENTS FOR CERTAIN SCHOOLS
WITH COMPUTERS HAVING INTERNET ACCESS.—

‘‘(A) INTERNET SAFETY.—
‘‘(i) IN GENERAL.—Except as provided in

clause (ii), an elementary or secondary school
having computers with Internet access may not
receive services at discount rates under para-
graph (1)(B) unless the school, school board,
local educational agency, or other authority
with responsibility for administration of the
school—

‘‘(I) submits to the Commission the certifi-
cations described in subparagraphs (B) and (C);

‘‘(II) submits to the Commission a certification
that an Internet safety policy has been adopted
and implemented for the school under sub-
section (l); and

‘‘(III) ensures the use of such computers in ac-
cordance with the certifications.

‘‘(ii) APPLICABILITY.—The prohibition in
clause (i) shall not apply with respect to a
school that receives services at discount rates
under paragraph (1)(B) only for purposes other
than the provision of Internet access, Internet
service, or internal connections.

‘‘(iii) PUBLIC NOTICE; HEARING.—An elemen-
tary or secondary school described in clause (i),

or the school board, local educational agency,
or other authority with responsibility for admin-
istration of the school, shall provide reasonable
public notice and hold at least 1 public hearing
or meeting to address the proposed Internet
safety policy. In the case of an elementary or
secondary school other than an elementary or
secondary school as defined in section 14101 of
the Elementary and Secondary Education Act of
1965 (20 U.S.C. 8801), the notice and hearing re-
quired by this clause may be limited to those
members of the public with a relationship to the
school.

‘‘(B) CERTIFICATION WITH RESPECT TO MI-
NORS.—A certification under this subparagraph
is a certification that the school, school board,
local educational agency, or other authority
with responsibility for administration of the
school—

‘‘(i) is enforcing a policy of Internet safety for
minors that includes monitoring the online ac-
tivities of minors and the operation of a tech-
nology protection measure with respect to any
of its computers with Internet access that pro-
tects against access through such computers to
visual depictions that are—

‘‘(I) obscene;
‘‘(II) child pornography; or
‘‘(III) harmful to minors; and
‘‘(ii) is enforcing the operation of such tech-

nology protection measure during any use of
such computers by minors.

‘‘(C) CERTIFICATION WITH RESPECT TO
ADULTS.—A certification under this paragraph
is a certification that the school, school board,
local educational agency, or other authority
with responsibility for administration of the
school—

‘‘(i) is enforcing a policy of Internet safety
that includes the operation of a technology pro-
tection measure with respect to any of its com-
puters with Internet access that protects against
access through such computers to visual depic-
tions that are—

‘‘(I) obscene; or
‘‘(II) child pornography; and
‘‘(ii) is enforcing the operation of such tech-

nology protection measure during any use of
such computers.

‘‘(D) DISABLING DURING ADULT USE.—An ad-
ministrator, supervisor, or other person author-
ized by the certifying authority under subpara-
graph (A)(i) may disable the technology protec-
tion measure concerned, during use by an adult,
to enable access for bona fide research or other
lawful purpose.

‘‘(E) TIMING OF IMPLEMENTATION.—
‘‘(i) IN GENERAL.—Subject to clause (ii) in the

case of any school covered by this paragraph as
of the effective date of this paragraph under
section 1721(h) of the Children’s Internet Protec-
tion Act, the certification under subparagraphs
(B) and (C) shall be made—

‘‘(I) with respect to the first program funding
year under this subsection following such effec-
tive date, not later than 120 days after the be-
ginning of such program funding year; and

‘‘(II) with respect to any subsequent program
funding year, as part of the application process
for such program funding year.

‘‘(ii) PROCESS.—
‘‘(I) SCHOOLS WITH INTERNET SAFETY POLICY

AND TECHNOLOGY PROTECTION MEASURES IN
PLACE.—A school covered by clause (i) that has
in place an Internet safety policy and tech-
nology protection measures meeting the require-
ments necessary for certification under subpara-
graphs (B) and (C) shall certify its compliance
with subparagraphs (B) and (C) during each
annual program application cycle under this
subsection, except that with respect to the first
program funding year after the effective date of
this paragraph under section 1721(h) of the
Children’s Internet Protection Act, the certifi-
cations shall be made not later than 120 days
after the beginning of such first program fund-
ing year.

‘‘(II) SCHOOLS WITHOUT INTERNET SAFETY POL-
ICY AND TECHNOLOGY PROTECTION MEASURES IN
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PLACE.—A school covered by clause (i) that does
not have in place an Internet safety policy and
technology protection measures meeting the re-
quirements necessary for certification under
subparagraphs (B) and (C)—

‘‘(aa) for the first program year after the ef-
fective date of this subsection in which it is ap-
plying for funds under this subsection, shall
certify that it is undertaking such actions, in-
cluding any necessary procurement procedures,
to put in place an Internet safety policy and
technology protection measures meeting the re-
quirements necessary for certification under
subparagraphs (B) and (C); and

‘‘(bb) for the second program year after the ef-
fective date of this subsection in which it is ap-
plying for funds under this subsection, shall
certify that it is in compliance with subpara-
graphs (B) and (C).
Any school that is unable to certify compliance
with such requirements in such second program
year shall be ineligible for services at discount
rates or funding in lieu of services at such rates
under this subsection for such second year and
all subsequent program years under this sub-
section, until such time as such school comes
into compliance with this paragraph.

‘‘(III) WAIVERS.—Any school subject to sub-
clause (II) that cannot come into compliance
with subparagraphs (B) and (C) in such second
year program may seek a waiver of subclause
(II)(bb) if State or local procurement rules or
regulations or competitive bidding requirements
prevent the making of the certification other-
wise required by such subclause. A school,
school board, local educational agency, or other
authority with responsibility for administration
of the school shall notify the Commission of the
applicability of such subclause to the school.
Such notice shall certify that the school in ques-
tion will be brought into compliance before the
start of the third program year after the effec-
tive date of this subsection in which the school
is applying for funds under this subsection.

‘‘(F) NONCOMPLIANCE.—
‘‘(i) FAILURE TO SUBMIT CERTIFICATION.—Any

school that knowingly fails to comply with the
application guidelines regarding the annual
submission of certification required by this para-
graph shall not be eligible for services at dis-
count rates or funding in lieu of services at such
rates under this subsection.

‘‘(ii) FAILURE TO COMPLY WITH CERTIFI-
CATION.—Any school that knowingly fails to en-
sure the use of its computers in accordance with
a certification under subparagraphs (B) and (C)
shall reimburse any funds and discounts re-
ceived under this subsection for the period cov-
ered by such certification.

‘‘(iii) REMEDY OF NONCOMPLIANCE.—
‘‘(I) FAILURE TO SUBMIT.—A school that has

failed to submit a certification under clause (i)
may remedy the failure by submitting the certifi-
cation to which the failure relates. Upon sub-
mittal of such certification, the school shall be
eligible for services at discount rates under this
subsection.

‘‘(II) FAILURE TO COMPLY.—A school that has
failed to comply with a certification as described
in clause (ii) may remedy the failure by ensur-
ing the use of its computers in accordance with
such certification. Upon submittal to the Com-
mission of a certification or other appropriate
evidence of such remedy, the school shall be eli-
gible for services at discount rates under this
subsection.’’.

(b) LIBRARIES.—Such section 254(h) is further
amended by inserting after paragraph (5), as
amended by subsection (a) of this section, the
following new paragraph:

‘‘(6) REQUIREMENTS FOR CERTAIN LIBRARIES
WITH COMPUTERS HAVING INTERNET ACCESS.—

‘‘(A) INTERNET SAFETY.—
‘‘(i) IN GENERAL.—Except as provided in

clause (ii), a library having one or more com-
puters with Internet access may not receive
services at discount rates under paragraph
(1)(B) unless the library—

‘‘(I) submits to the Commission the certifi-
cations described in subparagraphs (B) and (C);
and

‘‘(II) submits to the Commission a certification
that an Internet safety policy has been adopted
and implemented for the library under sub-
section (l); and

‘‘(III) ensures the use of such computers in ac-
cordance with the certifications.

‘‘(ii) APPLICABILITY.—The prohibition in
clause (i) shall not apply with respect to a li-
brary that receives services at discount rates
under paragraph (1)(B) only for purposes other
than the provision of Internet access, Internet
service, or internal connections.

‘‘(iii) PUBLIC NOTICE; HEARING.—A library de-
scribed in clause (i) shall provide reasonable
public notice and hold at least 1 public hearing
or meeting to address the proposed Internet
safety policy.

‘‘(B) CERTIFICATION WITH RESPECT TO MI-
NORS.—A certification under this subparagraph
is a certification that the library—

‘‘(i) is enforcing a policy of Internet safety
that includes the operation of a technology pro-
tection measure with respect to any of its com-
puters with Internet access that protects against
access through such computers to visual depic-
tions that are—

‘‘(I) obscene;
‘‘(II) child pornography; or
‘‘(III) harmful to minors; and
‘‘(ii) is enforcing the operation of such tech-

nology protection measure during any use of
such computers by minors.

‘‘(C) CERTIFICATION WITH RESPECT TO
ADULTS.—A certification under this paragraph
is a certification that the library—

‘‘(i) is enforcing a policy of Internet safety
that includes the operation of a technology pro-
tection measure with respect to any of its com-
puters with Internet access that protects against
access through such computers to visual depic-
tions that are—

‘‘(I) obscene; or
‘‘(II) child pornography; and
‘‘(ii) is enforcing the operation of such tech-

nology protection measure during any use of
such computers.

‘‘(D) DISABLING DURING ADULT USE.—An ad-
ministrator, supervisor, or other person author-
ized by the certifying authority under subpara-
graph (A)(i) may disable the technology protec-
tion measure concerned, during use by an adult,
to enable access for bona fide research or other
lawful purpose.

‘‘(E) TIMING OF IMPLEMENTATION.—
‘‘(i) IN GENERAL.—Subject to clause (ii) in the

case of any library covered by this paragraph as
of the effective date of this paragraph under
section 1721(h) of the Children’s Internet Protec-
tion Act, the certification under subparagraphs
(B) and (C) shall be made—

‘‘(I) with respect to the first program funding
year under this subsection following such effec-
tive date, not later than 120 days after the be-
ginning of such program funding year; and

‘‘(II) with respect to any subsequent program
funding year, as part of the application process
for such program funding year.

‘‘(ii) PROCESS.—
‘‘(I) LIBRARIES WITH INTERNET SAFETY POLICY

AND TECHNOLOGY PROTECTION MEASURES IN
PLACE.—A library covered by clause (i) that has
in place an Internet safety policy and tech-
nology protection measures meeting the require-
ments necessary for certification under subpara-
graphs (B) and (C) shall certify its compliance
with subparagraphs (B) and (C) during each
annual program application cycle under this
subsection, except that with respect to the first
program funding year after the effective date of
this paragraph under section 1721(h) of the
Children’s Internet Protection Act, the certifi-
cations shall be made not later than 120 days
after the beginning of such first program fund-
ing year.

‘‘(II) LIBRARIES WITHOUT INTERNET SAFETY
POLICY AND TECHNOLOGY PROTECTION MEASURES

IN PLACE.—A library covered by clause (i) that
does not have in place an Internet safety policy
and technology protection measures meeting the
requirements necessary for certification under
subparagraphs (B) and (C)—

‘‘(aa) for the first program year after the ef-
fective date of this subsection in which it is ap-
plying for funds under this subsection, shall
certify that it is undertaking such actions, in-
cluding any necessary procurement procedures,
to put in place an Internet safety policy and
technology protection measures meeting the re-
quirements necessary for certification under
subparagraphs (B) and (C); and

‘‘(bb) for the second program year after the ef-
fective date of this subsection in which it is ap-
plying for funds under this subsection, shall
certify that it is in compliance with subpara-
graphs (B) and (C).
Any library that is unable to certify compliance
with such requirements in such second program
year shall be ineligible for services at discount
rates or funding in lieu of services at such rates
under this subsection for such second year and
all subsequent program years under this sub-
section, until such time as such library comes
into compliance with this paragraph.

‘‘(III) WAIVERS.—Any library subject to sub-
clause (II) that cannot come into compliance
with subparagraphs (B) and (C) in such second
year may seek a waiver of subclause (II)(bb) if
State or local procurement rules or regulations
or competitive bidding requirements prevent the
making of the certification otherwise required
by such subclause. A library, library board, or
other authority with responsibility for adminis-
tration of the library shall notify the Commis-
sion of the applicability of such subclause to the
library. Such notice shall certify that the library
in question will be brought into compliance be-
fore the start of the third program year after the
effective date of this subsection in which the li-
brary is applying for funds under this sub-
section.

‘‘(F) NONCOMPLIANCE.—
‘‘(i) FAILURE TO SUBMIT CERTIFICATION.—Any

library that knowingly fails to comply with the
application guidelines regarding the annual
submission of certification required by this para-
graph shall not be eligible for services at dis-
count rates or funding in lieu of services at such
rates under this subsection.

‘‘(ii) FAILURE TO COMPLY WITH CERTIFI-
CATION.—Any library that knowingly fails to
ensure the use of its computers in accordance
with a certification under subparagraphs (B)
and (C) shall reimburse all funds and discounts
received under this subsection for the period
covered by such certification.

‘‘(iii) REMEDY OF NONCOMPLIANCE.—
‘‘(I) FAILURE TO SUBMIT.—A library that has

failed to submit a certification under clause (i)
may remedy the failure by submitting the certifi-
cation to which the failure relates. Upon sub-
mittal of such certification, the library shall be
eligible for services at discount rates under this
subsection.

‘‘(II) FAILURE TO COMPLY.—A library that has
failed to comply with a certification as described
in clause (ii) may remedy the failure by ensur-
ing the use of its computers in accordance with
such certification. Upon submittal to the Com-
mission of a certification or other appropriate
evidence of such remedy, the library shall be eli-
gible for services at discount rates under this
subsection.’’.

(c) DEFINITIONS.—Paragraph (7) of such sec-
tion, as redesignated by subsection (a)(1) of this
section, is amended by adding at the end the
following:

‘‘(D) MINOR.—The term ‘minor’ means any in-
dividual who has not attained the age of 17
years.

‘‘(E) OBSCENE.—The term ‘obscene’ has the
meaning given such term in section 1460 of title
18, United States Code.

‘‘(F) CHILD PORNOGRAPHY.—The term ‘child
pornography’ has the meaning given such term
in section 2256 of title 18, United States Code.
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‘‘(G) HARMFUL TO MINORS.—The term ‘harm-

ful to minors’ means any picture, image, graphic
image file, or other visual depiction that—

‘‘(i) taken as a whole and with respect to mi-
nors, appeals to a prurient interest in nudity,
sex, or excretion;

‘‘(ii) depicts, describes, or represents, in a pat-
ently offensive way with respect to what is suit-
able for minors, an actual or simulated sexual
act or sexual contact, actual or simulated nor-
mal or perverted sexual acts, or a lewd exhi-
bition of the genitals; and

‘‘(iii) taken as a whole, lacks serious literary,
artistic, political, or scientific value as to mi-
nors.

‘‘(H) SEXUAL ACT; SEXUAL CONTACT.—The
terms ‘sexual act’ and ‘sexual contact’ have the
meanings given such terms in section 2246 of
title 18, United States Code.

‘‘(I) TECHNOLOGY PROTECTION MEASURE.—The
term ‘technology protection measure’ means a
specific technology that blocks or filters Internet
access to the material covered by a certification
under paragraph (5) or (6) to which such certifi-
cation relates.’’.

(d) CONFORMING AMENDMENT.—Paragraph (4)
of such section is amended by striking ‘‘para-
graph (5)(A)’’ and inserting ‘‘paragraph
(7)(A)’’.

(e) SEPARABILITY.—If any provision of para-
graph (5) or (6) of section 254(h) of the Commu-
nications Act of 1934, as amended by this sec-
tion, or the application thereof to any person or
circumstance is held invalid, the remainder of
such paragraph and the application of such
paragraph to other persons or circumstances
shall not be affected thereby.

(f) REGULATIONS.—
(1) REQUIREMENT.—The Federal Communica-

tions Commission shall prescribe regulations for
purposes of administering the provisions of
paragraphs (5) and (6) of section 254(h) of the
Communications Act of 1934, as amended by this
section.

(2) DEADLINE.—Notwithstanding any other
provision of law, the Commission shall prescribe
regulations under paragraph (1) so as to ensure
that such regulations take effect 120 days after
the date of the enactment of this Act.

(g) AVAILABILITY OF CERTAIN FUNDS FOR AC-
QUISITION OF TECHNOLOGY PROTECTION MEAS-
URES.

(1) IN GENERAL.—Notwithstanding any other
provision of law, funds available under section
3134 or part A of title VI of the Elementary and
Secondary Education Act of 1965, or under sec-
tion 231 of the Library Services and Technology
Act, may be used for the purchase or acquisition
of technology protection measures that are nec-
essary to meet the requirements of this title and
the amendments made by this title. No other
sources of funds for the purchase or acquisition
of such measures are authorized by this title, or
the amendments made by this title.

(2) TECHNOLOGY PROTECTION MEASURE DE-
FINED.—In this section, the term ‘‘technology
protection measure’’ has the meaning given that
term in section 1703.

(h) EFFECTIVE DATE.—The amendments made
by this section shall take effect 120 days after
the date of the enactment of this Act.

Subtitle C—Neighborhood Children’s Internet
Protection

SEC. 1731. SHORT TITLE.
This subtitle may be cited as the ‘‘Neighbor-

hood Children’s Internet Protection Act’’.
SEC. 1732. INTERNET SAFETY POLICY REQUIRED.

Section 254 of the Communications Act of 1934
(47 U.S.C. 254) is amended by adding at the end
the following:

‘‘(l) INTERNET SAFETY POLICY REQUIREMENT
FOR SCHOOLS AND LIBRARIES.—

‘‘(1) IN GENERAL.—In carrying out its respon-
sibilities under subsection (h), each school or li-
brary to which subsection (h) applies shall—

‘‘(A) adopt and implement an Internet safety
policy that addresses—

‘‘(i) access by minors to inappropriate matter
on the Internet and World Wide Web;

‘‘(ii) the safety and security of minors when
using electronic mail, chat rooms, and other
forms of direct electronic communications;

‘‘(iii) unauthorized access, including so-called
‘hacking’, and other unlawful activities by mi-
nors online;

‘‘(iv) unauthorized disclosure, use, and dis-
semination of personal identification informa-
tion regarding minors; and

‘‘(v) measures designed to restrict minors’ ac-
cess to materials harmful to minors; and

‘‘(B) provide reasonable public notice and
hold at least one public hearing or meeting to
address the proposed Internet safety policy.

‘‘(2) LOCAL DETERMINATION OF CONTENT.—A
determination regarding what matter is inappro-
priate for minors shall be made by the school
board, local educational agency, library, or
other authority responsible for making the de-
termination. No agency or instrumentality of
the United States Government may—

‘‘(A) establish criteria for making such deter-
mination;

‘‘(B) review the determination made by the
certifying school, school board, local edu-
cational agency, library, or other authority; or

‘‘(C) consider the criteria employed by the cer-
tifying school, school board, local educational
agency, library, or other authority in the ad-
ministration of subsection (h)(1)(B).

‘‘(3) AVAILABILITY FOR REVIEW.—Each Inter-
net safety policy adopted under this subsection
shall be made available to the Commission, upon
request of the Commission, by the school, school
board, local educational agency, library, or
other authority responsible for adopting such
Internet safety policy for purposes of the review
of such Internet safety policy by the Commis-
sion.

‘‘(4) EFFECTIVE DATE.—This subsection shall
apply with respect to schools and libraries on or
after the date that is 120 days after the date of
the enactment of the Children’s Internet Protec-
tion Act.’’.
SEC. 1733. IMPLEMENTING REGULATIONS.

Not later than 120 days after the date of en-
actment of this Act, the Federal Communica-
tions Commission shall prescribe regulations for
purposes of section 254(l) of the Communications
Act of 1934, as added by section 1732 of this Act.

Subtitle D—Expedited Review
SEC. 1741. EXPEDITED REVIEW.

(a) THREE-JUDGE DISTRICT COURT HEARING.—
Notwithstanding any other provision of law,
any civil action challenging the constitu-
tionality, on its face, of this title or any amend-
ment made by this title, or any provision there-
of, shall be heard by a district court of 3 judges
convened pursuant to the provisions of section
2284 of title 28, United States Code.

(b) APPELLATE REVIEW.—Notwithstanding
any other provision of law, an interlocutory or
final judgment, decree, or order of the court of
3 judges in an action under subsection (a) hold-
ing this title or an amendment made by this
title, or any provision thereof, unconstitutional
shall be reviewable as a matter of right by direct
appeal to the Supreme Court. Any such appeal
shall be filed not more than 20 days after entry
of such judgment, decree, or order.

This Act may be cited as the ‘‘Miscellaneous
Appropriations Act, 2001’’.

MISCELLANEOUS APPROPRIATIONS
Following is explanatory language on H.R.

5666, as introduced on December 15, 2000.
The conferees on H.R. 4577 agree with the

matter included in H.R. 5666 and enacted in
this conference report by reference and the
following description of it.

DIVISION A
CHAPTER 1

GENERAL PROVISIONS—THIS CHAPTER

The conference agreement includes lan-
guage which: provides that not more than

$100,000 shall be available for guarantees of
private sector rural electrification and tele-
communications loans; clarifies that a hous-
ing demonstration program is to be carried
out in Mississippi and Alaska; clarifies that
the Initiative for Future Agriculture and
Food Systems shall be used to make grants
only to colleges, universities, or research
foundations maintained by a college or uni-
versity; makes a technical correction to the
Rural Community Advancement Program to
specify that funds may be used in counties
which have received an emergency designa-
tion after January 1, 2000; provides certain
transfers under the livestock assistance pro-
gram; clarifies eligibility for quality losses;
clarifies that Emergency Conservation Pro-
gram funds previously appropriated for the
Cerro Grande fire can be made available for
drought benefits; clarifies a provision re-
garding payments to producers that suffered
losses because of the insolvency of an agri-
culture cooperative in the State of Cali-
fornia; provides that Burley, Flue-cured, and
Cigar Binder Type 54–55 tobacco will be
treated identically for loan forfeiture pur-
poses; and establishes an effective date for a
provision of the Agricultural Risk Protec-
tion Act of 2000 regarding limitations on
Burley tobacco quota adjustments. The ef-
fective date of these provisions is the date of
enactment of the Agriculture, Rural Devel-
opment, Food and Drug Administration, and
Related Agencies Appropriations Act, 2001.

The conference agreement includes a sec-
tion maintaining the eligibility of certain
rural areas for U.S. Department of Agri-
culture rural housing programs.

The conference agreement includes a sec-
tion that authorizes a study on the feasi-
bility of including ethanol, biodiesel, and
other bio-based fuels as part of the Strategic
Petroleum Reserve.

The conference agreement includes a sec-
tion that makes the City of Wilson, NC, eli-
gible for certain U.S. Department of Agri-
culture rural development programs.

The conference agreement includes a sec-
tion that provides $26,000,000 for the Environ-
mental Quality Incentives Program.

The conference agreement includes a sec-
tion regarding the operation of the ongoing
bovine tuberculosis eradication program.
The intent of the conferees is that funding
for this program, which is financed through
the Commodity Credit Corporation, shall
provide a total of not less than $60,259,000.

The conferees expect that, in developing
any consumer guidance regarding mercury
exposure from seafood consumption, the De-
partment of Health and Human Services will
rely upon the results of more than one rel-
evant study. The Secretary is directed to
submit a report to the Committees on Appro-
priations by February 28, 2001, on any ac-
tions regarding a consumer advisory on this
subject.

The conferees urge USDA’s Animal and
Plant Health Inspection Service (APHIS) to
uphold approved sanitary and phytosanitary
measures in relation to shipping and cargo
materials returning to the United States as
a result of trade with Cuba. The conferees
urge APHIS to exercise vigilance in the
adoption of internal measures to insure that
returning containers and shipping materials
do not present sanitary or phytosanitary
risks to American agriculture or the envi-
ronment, and to explore the formation of a
bilateral cooperative agreement with Cuba
to provide for pre-departure inspections of
containers leaving Cuba. The conferees also
encourage APHIS to work in cooperation
with the Departments of Agriculture of the
states which will serve as the ports of re-
entry for these shipping materials and con-
tainers.

The conference agreement includes a sec-
tion that makes funding provided in Section
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211(b) of the Agriculture Risk Protection Act
of 2000 (P.L. 106–224) available for the Farm-
land Protection Program.

The conference agreement provides an ad-
ditional $500,000 to hire additional attorneys
for the Trade Practices Division of the Office
of the General Counsel to enforce the Pack-
ers and Stockyards Act.

The conference agreement provides an ad-
ditional $200,000 for the Grain Inspection,
Packers and Stockyards Administration to
establish a hog contract library.

The conference agreement includes lan-
guage making available funds of the Emer-
gency Watershed Program to accelerate
completion of the Hamakua Ditch project in
Hawaii.

CHAPTER 2

DEPARTMENT OF JUSTICE

FEDERAL PRISON SYSTEM

SALARIES AND EXPENSES

The conference agreement includes $500,000
for the National Institute of Corrections
(NIC) for a comprehensive assessment of
medical care and incidents of inmate mor-
tality in the Wisconsin State Prison System.

OFFICE OF JUSTICE PROGRAMS

JUSTICE ASSISTANCE

The conference agreement includes $300,000
to expand the collection of data on prisoner
deaths while in law enforcement custody.

COMMUNITY ORIENTED POLICING SERVICES

The conference agreement includes
$3,080,000 under this heading, of which
$1,880,000 is for a grant to the Pasadena, Cali-
fornia, Police Department for equipment;
$200,000 is for a grant to the City of Signal
Hill, California, for equipment and tech-
nology for an emergency operations center;
and of which $1,000,000 is for a grant to the
State of Alabama Department of Forensic
Sciences for equipment.

JUVENILE JUSTICE PROGRAMS

The conference agreement includes
$1,000,000 for a grant to Mobile County, Ala-
bama, for a juvenile court network program.

GENERAL PROVISIONS

Sec. 201. The conference agreement in-
cludes a provision making technical changes
to Chapter 2 of title II of division B of Public
Law 106–246.

Sec. 202. The conference agreement in-
cludes a provision appropriating $10,000,000
to the State of Texas and $2,000,000 to the
State of Arizona to reimburse county and
municipal governments only for Federal
costs associated with the handling and proc-
essing of illegal immigration and drug and
alien smuggling cases.

Sec. 203. The conference agreement in-
cludes $9,000,000 to establishment of the
Strom Thurmond Boy & Girls Club National
Training Center.

Sec. 204. The conference agreement in-
cludes $500,000 for the New Hampshire De-
partment of Safety to investigate and sup-
port the prosecution of violations of federal
trucking laws.

Sec. 205. The conference agreement in-
cludes $4,000,000 for the State of South Da-
kota to establish a regional radio system.

DEPARTMENT OF COMMERCE

ECONOMIC AND STATISTICAL ANALYSIS

SALARIES AND EXPENSES

The conference agreement includes $200,000
for the establishment of satellite accounts
for the travel and tourism industry.

NATIONAL OCEANIC AND ATMOSPHERIC
ADMINISTRATION

OPERATIONS, RESEARCH, AND FACILITIES

The conference agreement includes $750,000
for a study by the National Academy of

Sciences pursuant to H.R. 2090, as passed by
the House of Representatives on September
12, 2000.

In addition, the conferees encourage the
National Oceanic and Atmospheric Adminis-
tration (NOAA) and the Federal Maritime
Administration (FMA) to work collabo-
ratively with the Great Lakes Science Cen-
ter in Cleveland, Ohio in support of its Great
Lakes Tour simulator and related education
programming.

The conferees also direct the National Oce-
anic and Atmospheric Administration
(NOAA) to develop a plan to establish a pro-
gram for migrating the 8 mm NEXRAD Level
II data archives onto a modern retrievable
media, and to report back to the Committees
on Appropriations by February 1, 2001.

Sec. 206. The conference agreement in-
cludes a technical change to funding pro-
vided to the National Marine Fisheries Man-
agement Service regarding Stellar sea lion
related funding.

Sec. 207. The conference agreement in-
cludes $7,500,000 for assistance to certain
Alaska fisheries.

Sec. 208. The conference agreement in-
cludes $3,000,000 for assistance to certain Ha-
waii fisheries.

Sec. 209. The conference agreement in-
cludes a provision regarding the Bering Sea/
Aleutian Island and Gulf of Alaska fisheries.

Sec. 210. The conference agreement in-
cludes $500,000 for the Irish Institute.

Sec. 211. The conference agreement in-
cludes $5,000,000 to increase coverage and
hours of Radio Free Europe/Radio Liberty
(RFE/RL) and Voice of America (VOA) broad-
casts to Russia and surrounding areas af-
fected by the recent restrictions on media in-
stituted by the Putin regime. In addition,
the conference agreement includes $5,000,000
for Radio Free Asia and the Voice of Amer-
ica to increase both the quantity and quality
of their broadcasts to China, in accordance
with authorization contained in the China
PNTR enacting legislation, Section 701(b)(2)
of H.R. 4444.

Before using any of the transfer authority
provided in this section and within sixty
days of enactment of this act, the Broad-
casting Board of Governors shall provide to
the Committees on Appropriations a spend-
ing plan for the total amount provided. This
plan should emphasize new RL and VOA Rus-
sian and related broadcasts in specific areas
most impacted by the recent media restric-
tions. Also included in the spending plan
should be a projection concerning shortwave
and medium wave technology needs in this
newly closed environment. Amounts pro-
posed for transfer to the Broadcasting Cap-
ital Improvements account should be based
solely on increased broadcasting to Russia
and surrounding areas and to China.

RELATED AGENCIES

COMMISSION ON ONLINE CHILD PROTECTION

The conference agreement includes $750,000
for the Commission on Online Child Protec-
tion.

SMALL BUSINESS ADMINISTRATION

SALARIES AND EXPENSES

The conference agreement includes
$1,000,000 for a grant to establish an elec-
tronic commerce technology distribution
center in Scranton, Pennsylvania.

Sec. 212. The conference agreement in-
cludes $1,000,000 for the National Museum of
Jazz.

GENERAL PROVISION—THIS CHAPTER

Sec. 213. The conference agreement in-
cludes a provision striking sections 406, 635
and 636, and making technical changes to
H.R. 5548.

CHAPTER 3

DEPARTMENT OF DEFENSE

INDIRECT AIRFREIGHT CARRIERS

The conferees urge the Air Mobility Com-
mand (AMC) to ensure that military air
freight is moved in the most time efficient
manner possible. In furtherance of that goal,
the conferees believe that the Civil Reserve
Air Fleet (CRAF) program should admit and
encourage indirect airfreight carriers which
have demonstrated ability to provide effi-
cient, cost effective service.

DISTRIBUTIVE TRAINING TECHNOLOGY PROGRAM

Public Law 106–259 provided $29,100,000 in
‘‘Other Procurement, Army’’ and $65,700,000
in ‘‘Operation and Maintenance, Army Na-
tional Guard’’ for the National Guard Dis-
tance Learning Program. It is the conferees’
intention that the funds appropriated for
this program shall also be available for
courseware development and commercial off-
the-shelf (COTS) management system soft-
ware and hardware.

BIOLOGICAL WARFARE DEFENSE

The conferees direct that of the funds ap-
propriated in the Department of Defense Ap-
propriations Act, 2001 (Public Law 106–259)
for the Biological Warfare Defense program,
under ‘‘Research, Development, Test and
Evaluation, Defense-Wide’’, $2,000,000 shall be
used only for sensor development in the De-
fense Advanced Research Projects Agency’s
Standoff/Bioagent Pathogen Detector Sys-
tem program.

CANCER RESEARCH

The conferees direct that, using funds ap-
propriated in the Department of Defense Ap-
propriations Act, 2001 for medical research
programs, the Assistant Secretary of Defense
(Health Affairs) conduct a study on whether
environmental factors, such as air pollutants
and electromagnetic radiation, contribute to
a higher than usual rate of incidence of
breast cancer in large populations.

BALLISTIC MISSILE DEFENSE ORGANIZATION

In the Department of Defense Appropria-
tions Act, 2001 (Public Law 106–259), the Con-
gress provided additional funds for National
Missile Defense risk reduction activities.
The Defense Department is reviewing care-
fully potential enhancements to the NMD
test program, including the addition of flight
tests as well as the collection of data on var-
ious targets and countermeasures. To sup-
port these flight test program enhance-
ments, the conferees direct that $3,000,000 of
the NMD risk reduction increase be allo-
cated to sensor enhancements and flight test
activities outlined in the Arctic Missile Sig-
nature Measurement Program (AMSP).

GENERAL PROVISIONS—THIS CHAPTER

The conference agreement includes a gen-
eral provision (section 301) allowing obliga-
tion of a portion of the fiscal year 2001 pro-
curement funds for the F–22 aircraft, under
specified circumstances.

The conference agreement includes a gen-
eral provision (section 302) which transfers
primary jurisdiction over Shemya Island.

The conference agreement includes a gen-
eral provision (section 303) requiring the Bal-
listic Missile Defense Organization to pur-
chase no less than 40 PAC–3 missiles, the
budgeted quantity, with fiscal year 2001 ap-
propriated funds.

The conference agreement includes a gen-
eral provision (section 304) which amends
section 8133 of the Department of Defense
Appropriations Act, 2001 (Public Law 106–
259), regarding the amount of transfer au-
thority available to the Secretary of the
Navy for ship cost changes.

The conference agreement includes a gen-
eral provision (section 305) which provides
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the Secretary of a military department with
authority to transfer funds in support of
Fisher Houses and Fisher Suites.

The conference agreement includes a gen-
eral provision (section 306) providing such
sums as required to the Defense Vessel
Transfer Program Account for the costs of
the lease-sale transfers authorized by the
National Defense Authorization Act, 2001.

The conference agreement includes a gen-
eral provision (section 307) clarifying con-
gressional intent concerning a Gulf War ill-
ness research program.

The conference agreement includes a gen-
eral provision (section 308) providing
$150,000,000 in emergency appropriations to
the Department of Defense, for ‘‘Operation
and Maintenance, Navy’’, for the repair of
the U.S.S. Cole, which was severely damaged
in a terrorist attack in the port of Aden,
Yemen, on October 12, 2000. These funds are
in addition to any amounts appropriated in
the Department of Defense Appropriations
Act, 2001 (Public Law 106–259), and are des-
ignated as an emergency requirement pursu-
ant to section 251(b)(2)(A) of the Balanced
Budget and Emergency Deficit Control Act
of 1985, as amended. In addition to the repair,
the Navy may expend necessary amounts
from these funds for the necessary stabiliza-
tion of the vessel and its transportation to
the United States.

The conference agreement includes a gen-
eral provision (section 309) making technical
corrections to Section 1092 of the National
Defense Authorization Act, 2001, regarding
the establishment of an Aerospace Commis-
sion.

The conference agreement includes a gen-
eral provision (section 310) which provides
$2,000,000 only for planning and National En-
vironmental Protection Act documentation
for the proposed airfield and heliport at the
Marine Corps Air Ground Task Training
Command.

The conference agreement includes a gen-
eral provision (section 311) which transfers
$5,000,000 to carry out the provisions of the
Minuteman Missile National Historic Site
Establishment Act of 1999 (Public Law 106–
115; 113 Stat. 1540).

The conference agreement includes a gen-
eral provision (section 312) providing the
Secretary of the Air Force with authority to
transfer certain excess property.

The conference agreement includes a gen-
eral provision (section 313) providing
$100,000,000 in emergency appropriations for
the Overseas Contingency Operations Trans-
fer Fund, to meet classified requirements re-
quested by the Administration. Further de-
tails are provided in a classified annex to the
Statement of Managers.

The conference agreement includes a gen-
eral provision (section 314) providing for the
use of up to $3,000,000 for Marine Corps re-
search into nanotechnology for consequence
management.

The conference agreement includes a gen-
eral provision (section 315) specifying the use
of funds made available in the Department of
Defense Appropriations Act, 2000, for certain
defense medical initiatives.

The conference agreement includes a gen-
eral provision (section 316) providing for the
acquisition of certain real property by the
Secretary of the Navy.

The conference agreement includes a gen-
eral provision (section 317) regarding the es-
tablishment of Marine Fire Training Cen-
ters.

The conference agreement includes a gen-
eral provision (section 318) providing the
Navy authority to use funds provided in the
Department of Defense Appropriations Act,
2001, for the repair of the ex-Turner Joy.

The conference agreement includes a gen-
eral provision (section 319) providing funds

to accelerate transition of the information
technology and information services
outsourcing activity within the National Im-
agery and Mapping Agency.

The conference agreement includes a gen-
eral provision (section 320) restricting the
use of funds provided in the Department of
Defense Appropriations Act, 2001 for Air
Force radar operations maintenance and sup-
port programs or contracts.

The conference agreement includes a gen-
eral provision (section 321) providing
$1,000,000 for ‘‘Research, Development, Test
and Evaluation, Air Force’’, to develop rapid
diagnostic and fingerprinting techniques
along with molecular monitoring systems for
the detection of nosocomial infections.

The conference agreement includes a gen-
eral provision (section 322), making tech-
nical adjustments associated with funding
provided in the Department of Defense Ap-
propriations Act, 2001 for the C3RP initia-
tive.

The conference agreement includes a gen-
eral provision (section 323) which establishes
procedures under which the Departments of
Defense and Interior shall provide the Con-
gress with a comprehensive plan and pro-
posed legislation for expansion of the U.S.
Army’s National Training Center at Fort
Irwin, California. These procedures, includ-
ing specific timelines for developing and im-
plementing a proposed expansion plan and
meeting the requirements of the Endangered
Species and National Environmental Policy
Acts, are the joint recommendations of the
Secretaries of Defense and Interior to the
Congress.

The Secretaries have informed the Con-
gress that, given the urgency of the national
security considerations involved and the sig-
nificant amount of research and analysis
which has already been conducted, their De-
partments can expedite the various sub-
stantive and procedural reviews required to
implement this expansion. The conferees
commend the Secretaries of Defense and In-
terior for the considerable progress made in
recent months amongst the various execu-
tive branch agencies involved in this process,
and for committing their Departments to
meet the specific objectives contained in the
general provision.

CHAPTER 4
DISTRICT OF COLUMBIA FEDERAL

FUNDS
FEDERAL PAYMENT OF THE DISTRICT OF

COLUMBIA COURTS

The conference agreement appropriates
$400,000 in Federal funds to the District of
Columbia courts to cover the costs of a fire
that broke out on November 22, 2000, in the
H. Carl Moultrie I Courthouse. The appro-
priation includes $350,000 for capital repairs
and $50,000 for miscellaneous operating ex-
penses in connection with the fire damage.
The conference agreement also includes lan-
guage that allows the courts to reallocate
not more than $1,000,000 of funds already ap-
propriated for fiscal year 2001 in the event
the $400,000 is not sufficient to cover the
costs. The fire caused extensive damage to
the Superior Court’s Family Division Qual-
ity Control Office and less severe damage to
six adjacent judges’ chambers, electrical
damage to the court’s cell block area, and
damage to electrical and communications
wiring.

GENERAL PROVISIONS—THIS CHAPTER

Sec. 401. The conference agreement inserts
a new section concerning water and sewer
payments by Federal agencies to the District
of Columbia and requires the inspector gen-
eral of each Federal entity to submit quar-
terly reports to the House and Senate Com-
mittees on Appropriations on the prompt-

ness of payment by the agency for water and
sewer services furnished by the District.

Sec. 402. The conference agreement inserts
a new section as requested by District offi-
cials that repeals a Federal statute enacted
in 1866 to convey certain parcels of land to
the District to be used solely for schools.
The property is at 12th and E Streets, N.E.,
in the North Lincoln Park neighborhood of
Capitol Hill and is the site of the Lovejoy
School which ceased being used as a school
in 1984, 118 years after the land was con-
veyed. The DC public school system is under
contract to sell the property and although
the City Council has passed local legislation
to repeal the 1866 law, Federal legislation in
necessary because the District government
does not have the authority to pass legisla-
tion affecting a Federal land interest.

Sec. 403. The conference agreement inserts
a new section that amends language in sec-
tion 160 of the FY 2000 DC Appropriations
Act concerning the Victims of Violent Crime
Compensation Act of 1996 that would have
required any unobligated balance in excess
of $250,000 to be transferred to miscellaneous
receipts of the U.S. Treasury. The new sec-
tion allows the use of $250,000 at the discre-
tion of District officials and requires that
amounts in excess of $250,000 be used in ac-
cordance with a plan developed by the Dis-
trict and approved by the House and Senate
Committees on Appropriations, the House
Committee on Government Reform, and the
Senate Committee on Governmental Affairs.
The language also requires that not less than
80 percent of the amounts in excess of
$250,000 be used for direct compensation pay-
ments to crime victims.

Sec. 404. The conference agreement in-
cludes a new section concerning the Reserve
Fund for the District of Columbia estab-
lished pursuant to the District of Columbia
Appropriations Act, 2001 (Public Law 106–522,
approved November 22, 2000).

Sec. 405. The conference agreement in-
cludes a new section that conforms the en-
rollment count of the District of Columbia
charter schools with existing District of Co-
lumbia law.

Sec. 406. The conference agreement amends
H.R. 4942 by repealing the District of Colum-
bia Appropriations Act, 2001, as contained
therein. Since this appropriations Act has al-
ready been enacted in H.R. 5633 (Public Law
106–428) including it in H.R. 4942 is no longer
necessary.

CHAPTER 5

ENERGY AND WATER DEVELOPMENT

DEPARTMENT OF DEFENSE—CIVIL

DEPARTMENT OF THE ARMY

CORPS OF ENGINEERS—CIVIL

GENERAL INVESTIGATIONS

The conference agreement includes an ad-
ditional $900,000 for General Investigations.
Of the funds provided, $100,000 is for a recon-
naissance study of shore protection needs at
North Topsail Beach, North Carolina;
$100,000 is for a reconnaissance study for a
water infrastructure project in Passaic
County, New Jersey; $100,000 is for a recon-
naissance study of flooding, drainage, and
other related problems in the Cayuga Creek
Watershed, New York; and $600,000 is for a
cost-shared feasibility study of the restora-
tion of the lower St. Anthony’s Falls natural
rapids in Minnesota.

CONSTRUCTION, GENERAL

The conference agreement includes an ad-
ditional $2,750,000 for Construction, General.
Of the funds provided, $75,000 shall be avail-
able for planning and design of a project to
provide for floodplain evacuation in the wa-
tershed of Pond Creek, Kentucky; $100,000
shall be available for the design of recreation

VerDate 11-MAY-2000 11:49 Dec 18, 2000 Jkt 079061 PO 00000 Frm 00212 Fmt 4634 Sfmt 0634 E:\CR\CRI\H15DE0.REC pfrm03 PsN: H15DE0



CONGRESSIONAL RECORD — HOUSE H12309December 15, 2000
and access features at the Louisville Water-
front Park in Kentucky; $75,000 shall be
available for research on the eradication of
Eurasian water milfoil in Houghton Lake,
Michigan; and $500,000 shall be available for
a Limited Reevaluation Report for the Cen-
tral Boca Raton segment of the Palm Beach
County, Florida, shore protection project.
The conferees are concerned that the utter
lack of sand on some stretches of beach in
Boca Raton is negatively impacting the local
economy that is dependent on tourism.
Therefore, the conferees recommend that the
Corps of Engineers proceed as expeditiously
as possible to renourish the beach in Boca
Raton.

In addition, $2,000,000 of the funds provided
shall be available to initiate design and con-
struction of the Hawaii Water Management
Project, including Waiahole Ditch on Oahu,
Kau Ditch on Maui, Pioneer Mill Ditch on
Hawaii, and the complex system on the west
side of Kauai.

In addition, language has been included
which provides that the Secretary of the
Army may use up to $5,000,000 of previously
appropriated funds to carry out the Aban-
doned and Inactive Noncoal Mine Restora-
tion program authorized by section 560 of
Public Law 106–53.
FLOOD CONTROL, MISSISSIPPI RIVER AND TRIBU-

TARIES, ARKANSAS, ILLINOIS, KENTUCKY, LOU-
ISIANA, MISSISSIPPI, MISSOURI, AND TEN-
NESSEE

The conference agreement includes an ad-
ditional $3,500,000 for Flood Control, Mis-
sissippi River and Tributaries to be used for
the repair, restoration or maintenance of
Mississippi River levees and for the correc-
tion of deficiencies in the mainline Mis-
sissippi River levees.

DEPARTMENT OF THE INTERIOR
BUREAU OF RECLAMATION

WATER AND RELATED RESOURCES

The conference agreement includes an ad-
ditional $2,000,000 for Water and Related Re-
sources for construction of the Mid-Dakota
Rural Water System project in South Da-
kota.

DEPARTMENT OF ENERGY
ENERGY PROGRAMS

ENERGY SUPPLY

The conference agreement includes an ad-
ditional $800,000 for Energy Supply for the
Prime, LLC, of central South Dakota, for
final engineering and project development of
the integrated ethanol complex, including an
ethanol unit, waste treatment system, and
enclosed cattle feed lot.

SCIENCE

The conference agreement includes an ad-
ditional $1,000,000 for Science for high tem-
perature superconducting research and de-
velopment at Boston College.

CHATPER 6
GENERAL PROVISIONS—THIS CHAPTER

Sec. 601. The conference agreement man-
dates that not less than $1,350,000 from funds
appropriated under this heading in the For-
eign Operations, Export Financing, and Re-
lated Programs Appropriations Act, 2001,
shall be available only for the Protection
Project to continue its study of inter-
national trafficking, prostitution, slavery,
debt bondage and other abuses of women and
children.

Sec. 602. Embassy Compensation Author-
ity.—The conference agreement contains
language that authorizes the use of funds ap-
propriated to the account ‘‘Economic Sup-
port Fund’’ in Public Law 106–429 for pay-
ment to the government of the People’s Re-
public of China for property loss and damage
arising out of the May 7, 1999 incident in Bel-

grade, Federal Republic of Yugoslavia. These
funds may be made available notwith-
standing any other provision of law.

CHAPTER 7
DEPARTMENT OF THE INTERIOR

BUREAU OF LAND MANAGEMENT

LAND ACQUISITION

The conference agreement provides
$5,000,000 for land exchanges authorized by
Title VI of the Steens Mountain Cooperative
Management and Protection Act.
UNITED STATES FISH AND WILDLIFE SERVICE

RESOURCE MANAGEMENT

The conference agreement provides $500,000
for a grant to the Center for Reproductive
Biology at Washington State University for
basic research on reproduction abnormalities
that could be causing reductions in salmon
in the Columbia/Snake River system due to
presence of high estrogen levels in the water.
The research may also be beneficial to
human health conditions affected by the
same water borne chemicals.

MULTINATIONAL SPECIES CONSERVATION FUND

The conference agreement provides $750,000
for recently authorized Great Ape conserva-
tion activities.

NATIONAL PARK SERVICE

OPERATION OF THE NATIONAL PARK SYSTEM

The conference agreement provides $100,000
for the National Capital Region to complete
a feasibility study and select a preferred al-
ternative site for constructing a boathouse
in Arlington County, Virginia.

The Department of Justice, in cooperation
with the City of Alexandria and the National
Park Service, is encouraged to seek expedi-
tious settlement with the remaining six
landowners on the Alexandria, Virginia wa-
terfront to achieve the urban land use and
design objectives of the city and the Na-
tional Park Service in bringing this long-
standing lawsuit to resolution. In settling
these claims, the Justice Department should
use, to the extent authorized by law, the per-
manent judgment appropriation established
pursuant to 31 U.S.C. 1304 as the source of
any compensation to the landowners that
may be required.

NATIONAL RECREATION AND PRESERVATION

The conference agreement provides
$1,600,000 for National Recreation and Preser-
vation. Within the statutory aid account,
$500,000 is specifically for continued activi-
ties at the National Constitution Center in
Philadelphia, Pennsylvania. The remaining
$1,100,000 is for a grant to the Historic New
Bridge Landing Park Commission for acqui-
sition of land immediately adjacent to the
Historic New Bridge Landing, which is a site
listed on the National Register of Historic
Places and is a site of historic significance in
the revolutionary war.

HISTORIC PRESERVATION FUND

The conference agreement provides $100,000
to be provided to the Massillon Heritage
Foundation, Inc. in Massillon, Ohio. The Sec-
retary is directed to provide this grant as
soon as possible for critical repair and re-
placement needs.

CONSTRUCTION

The conference agreement provides
$3,500,000 for construction. Within that
amount $1,500,000 is for reconstruction and
renovation at the Stones River National Bat-
tlefield and $2,000,000 is for the Millennium
Cultural Cooperative Park in Ohio.

DEPARTMENT OF ENERGY

ENERGY CONSERVATION

The conference agreement provides $300,000
for a grant to the Oak Ridge National Lab-
oratory/Nevada Test Site Development Cor-

poration. These funds will be used to develop
cooling, refrigeration, and thermal energy
management equipment capable of using
natural gas or hydrogen fuels, and to im-
prove the reliability of heat-activated cool-
ing, refrigeration, and thermal energy man-
agement equipment used in combined heat-
ing, cooling, and power applications.

RELATED AGENCY

WOODROW WILSON INTERNATIONAL CENTER FOR
SCHOLARS

PAYMENT TO ENDOWMENT FUND

The conference agreement provides
$5,000,000 for the endowment fund of the
Woodrow Wilson International Center for
Scholars.

GENERAL PROVISION—THIS CHAPTER

Section 701 appropriates $30 million to the
Indian Health Service, of which $15 million is
for Alaska Native alcohol control and sobri-
ety programs and $15 million is for drug and
alcohol prevention and treatment for non-
Alaska tribes.

CHAPTER 8

GENERAL PROVISIONS—THIS CHAPTER

The conference agreement provides fund-
ing to the Health Resources and Services Ad-
ministration in the Department of Health
and Human Services, for the construction of
the Christian Nurses Hospice in Brentwood,
New York ($400,000).

The conference agreement provides fund-
ing to the Institute of Museum and Library
Services, for expansion of the marine biology
program at the Long Island Maritime Mu-
seum ($250,000).

CHAPTER 9

LEGISLATIVE BRANCH

CONGRESSIONAL OPERATIONS

HOUSE OF REPRESENTATIVES

PAYMENTS TO WIDOWS AND HEIRS OF
DECREASED MEMBERS OF CONGRESS

The conference agreement includes the
traditional death gratuity for the widow of
Herbert H. Bateman, late a Representative
from the State of Virginia, the widow of
Bruce F. Vento, late a Representative from
the State of Minnesota, and the widow of Ju-
lian C. Dixon, late a Representative from the
State of California.

ARCHTECT OF THE CAPITOL

CAPITOL BUILDINGS AND GROUNDS

SALARIES AND EXPENSES

An amount of $1,033,000 is provided to con-
struct an emergency egress stair from the
fourth floor of the Capitol. These funds are
designated as an emergency requirement.

LIBRARY OF CONGRESS

SALARIES AND EXPENSES

The agreement provides $100,000,000 to the
Library of Congress to establish a national
digital information infrastructure and pres-
ervation program. Of this amount, $25,000,000
is provided immediately and remains avail-
able until expended. An additional amount
up to $75,000,000 is provided to match dollar-
for-dollar any non-federal contributions to
this program, including in-kind contribu-
tions, that are received before March 31, 2003.
The information and technology industry
that has created this new medium should be
a contributing partner in addressing digital
access and preservation issues inherent in
the new digital information environment.
This program is a major undertaking to de-
velop standards and a nationwide collecting
strategy to build a national repository of
digital materials.

The Library is directed to develop a phased
implementation plan for this program joint-
ly with Federal entities with expertise in
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telecommunications technology and elec-
tronic commerce policy and with participa-
tion of other Federal and non-Federal enti-
ties. After consultation with the Joint Com-
mittee on the Library, membership of which
is changed to include the chair of the Legis-
lative Subcommittee of the Committee on
Appropriations of the House of Representa-
tives, the Library shall seek approval of the
program plan from the Committee on House
Administration, the Committee on Rules and
Administration of the Senate, and the Com-
mittees on Appropriations of the House of
Representatives and the Senate. The Library
of Congress is authorized to expend up to
$5,000,000, before approval of the plan, for the
development of the plan and for collecting or
preserving digital information that may oth-
erwise vanish during the plan development
and approval cycle.

The overall plan should set forth a strat-
egy for the Library of Congress, in collabora-
tion with other Federal and non-Federal en-
tities, to identify a national network of li-
braries and other organizations with respon-
sibilities for collecting digital materials that
will provide access to and maintain those
materials. In addition to developing this
strategy, the plan shall set forth, in concert
with the Copyright Office, the policies, pro-
tocols, and strategies for the long-term pres-
ervation of such materials, including the
technological infrastructure required at the
Library of Congress. In developing the plan,
the Library should be mindful of the conclu-
sions drawn in a recent National Academy of
Sciences report concerning the Library’s
trend toward insularity and isolation from
its clients and peers in the transition toward
digital content.

GENERAL PROVISIONS—THIS CHAPTER

The conference agreement includes a sec-
tion concerning the Civil Service Retirement
System and the Federal Employees Retire-
ment System. Under current law, certain
service as an employee of a congressional
campaign committee performed before De-
cember 12, 1980 is creditable under the Civil
Service Retirement System (CSRS), provided
that the applicant makes the required em-
ployee contributions to the Civil Service Re-
tirement and Disability Fund. The con-
ference report extends the date of eligible
service to December 31, 1990 and allows serv-
ice that began after 1983 to be creditable
under the Federal Employees Retirement
System (FERS). The provision also permits
an employee of a legislative service organi-
zation of the House of Representatives to
have such service credited under CSRS or
FERS (as applicable), upon payment of the
required employee contributions to the re-
tirement fund.

The conference agreement amends, at the
request of the managers on the part of the
Senate, the amount provided for Senate
‘‘miscellaneous items’’ in the 2001 Legisla-
tive Branch Appropriations Act by striking
‘‘$8,655,000’’ and inserting ‘‘$25,155,000’’. The
managers on the part of the House have re-
ceded to the request of the Senate.

The conferees have included a new provi-
sion relating to the application of Senate
procedure to conference reports.

CHAPTER 10
DEPARTMENT OF DEFENSE—MILITARY

CONSTRUCTION
The conferees provide a total of $443,500,000

to the Department of Defense for Planning
and Design, Military Construction, and Fam-
ily Housing. These amounts are provided as
follows:

Account/location/facility Amount
Military Construction,

Army:
Planning and Design for

Efficient Basing in Eu-
rope ............................. $25,000,000

Account/location/facility Amount
Presido of Monterey: In-

formation Management
Computer Center ......... 2,000,000

Military Construction, Air
Force: MacDill AFB,
Florida: Runway Im-
provements ..................... 12,000,000

Military Construction,
Army National Guard:

Helena, Montana: Fixed
Wing Parking Apron .... 3,000,000

Fort Lewis, Washington:
Planning and Design
for 66th Aviation Bri-
gade Readiness Center 1,500,000

Total ............................ 43,500,000
LAND TRANSFERS

The conferees include two provisions, sec-
tions 1002 and 1003 which direct the Depart-
ment of Interior to transfer, without consid-
eration, parcels of public domain land to the
Department of the Army and the Depart-
ment of the Air Force. Section 1003 transfers
land surrounding the Yakima Training Cen-
ter in Washington to the Department of the
Army, and section transfers land located
near Cannon AFB in New Mexico to the De-
partment of the Air Force. Both transfers
will facilitate military training exercises.

CHAPTER 11
DEPARTMENT OF TRANSPORTATION

GENERAL PROVISIONS—THIS CHAPTER

The conference agreement includes a pro-
vision that clarifies that the Dulles corridor
project shall include a rail extension from
the West Falls Church, Virginia metrorail
station to Tysons Corner, Virginia.

The conference agreement includes a pro-
vision that amends item 630 of section 1602 of
Public Law 105–178 regarding a highway
project in Buffalo, New York.

The conference agreement directs the Sec-
retary of Transportation to credit the State
of Arkansas with the fair market value of
land in Fort Chaffee, Arkansas, incorporated
as right of way on the U.S. 71 relocation
project, for the state share of the relocation
project.

The conference agreement includes an ap-
propriation of $2,500,000 from the airport and
airway trust fund for various airport im-
provements at the Huntsville International
Airport in Alabama.

The conference agreement includes an ap-
propriation of $1,000,000 from the mass tran-
sit account of the highway trust fund for the
Southeast Corridor light rail project in Dal-
las, Texas.

The conference agreement includes a pro-
vision that would designate the Ports-to-
Plains corridor within the State of Texas if
the Texas Transportation Commission does
not designate that corridor within the State
of Texas by June 30, 2001. The Federal High-
way Administration is expected to submit to
the House and Senate Committees on Appro-
priations, the Senate Environment and Pub-
lic Works Committee, and the House Trans-
portation and Infrastructure Committee a
recommendation for the remaining elements
of the Ports-to-Plains corridor by September
30, 2001 should the states of New Mexico, Col-
orado, Oklahoma and Texas not reach a uni-
fied consensus on the designation of the
Ports-to-Plains corridor from Dumas, Texas
to Denver, Colorado. The Federal Highway
Administration’s recommendation shall also
include the basis for its recommendation.

The conference agreement includes an ap-
propriation of $3,000,000 from the mass tran-
sit account of the highway trust fund for the
Newark-Elizabeth rail link project in New
Jersey.

The conference agreement includes a pro-
vision that waives the requirements of sec-

tion 5309(m)(3)(C) of title 49, United States
Code, for the capital investment grants made
available in the Department of Transpor-
tation and Related Agencies Appropriations
Act, 2001 (Public Law 106–346). The provision
also makes eligible for highway bridge re-
placement and rehabilitation program funds
in fiscal year 2001 those projects specified in
House report 106–940, the conference report
accompanying the Department of Transpor-
tation and Related Agencies Appropriations
Act, 2001 (Public Law 106–346). The provision
also amends section 378 of the Department of
Transportation and Related Agencies Appro-
priations Act, 2001 by inserting after ‘‘U.S.
101’’ the following: ‘‘and Interstate 5 Trade
Corridor’’.

The conference agreement includes an ap-
propriation of $4,000,000 from the highway
trust fund for commercial remote sensing
products and spatial information tech-
nologies authorized in section 5113 of Public
Law 105–178, as amended.

The conference agreement includes a pro-
vision that permits Amtrak to continue leas-
ing vehicles from the General Services Ad-
ministration’s interagency fleet manage-
ment system in fiscal year 2001 and for each
fiscal year thereafter that Amtrak continues
to receive a federal operating grant.

The conference agreement includes a pro-
vision which clarifies financial and project
management authority for a project funded
in the Department of Transportation and Re-
lated Agencies Appropriations Act, 2001. The
agreement requires the Secretary of Trans-
portation to transfer to the City of Oshkosh,
Wisconsin the $575,000 previously appro-
priated for removal of the Fox River Bridge,
and to assume no management responsibility
for this project.

The conference agreement includes a pro-
vision authorizing the Secretary of Trans-
portation to issue a certificate of docu-
mentation with endorsement for employ-
ment in the coastwise trade for the M/V
Wells Gray and the Annandale.

The conference agreement includes a pro-
vision authorizing the Administrator of the
General Services Administration to convey
Coast Guard property in Middletown, Cali-
fornia to Lake County, California.

The conference agreement includes a pro-
vision authorizing the Administrator of the
General Services Administration or the
Commandant of the U.S. Coast Guard to con-
vey to the Town of Nantucket, Massachu-
setts part of U.S. Coast Guard LORAN Sta-
tion Nantucket and additional land located
in Nantucket.

The conference agreement includes a pro-
vision authorizing the Administrator of the
General Services Administration or the
Commandant of the U.S. Coast Guard to con-
vey to the City of Newburyport, Massachu-
setts the Plum Island Boat House and the
Plum Island Lighthouse, located in Essex
County, Massachusetts.

The conference agreement includes a pro-
vision authorizing the Administrator of Gen-
eral Services Administration to transfer to
the National Oceanic and Atmospheric Ad-
ministration the property known as Coast
Guard Station Scituate in Massachusetts,
contingent upon the relocation of Coast
Guard Station Scituate to a suitable site.

The conference agreement includes a pro-
vision which extends from 2002 to 2004 the
Coast Guard’s current practice relating to
the disposal of dry bulk cargo residue on the
Great Lakes; requires a study on the effec-
tiveness of the current practice; and author-
izes the promulgation of regulations to regu-
late incidental discharges of such cargo into
the Great Lakes, taking into account the
findings of the study required in this section.

The conference agreement includes a pro-
vision that amends the appointment process
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and qualifications for individuals serving on
the Great Lakes Pilotage Advisory Com-
mittee.

The conference agreement includes a pro-
vision that requires only a vessel of the
United States may perform certain specified
escort operations and towing assistance, ex-
cept for a vessel in distress.

The conference agreement includes a pro-
vision authorizing the expenditure of $100,000
in fiscal year 2001 funding for Coast Guard
environmental compliance and restoration
to reimburse the owner of the former Coast
Guard lighthouse facility in Cape May, New
Jersey for costs incurred for cleanup of lead
contaminated soil. The Department of
Transportation and Related Agencies Appro-
priations Act, 2001 included $100,000 for this
purpose.

The conference agreement includes an ap-
propriation of $2,400,000 to be derived from
the Highway Trust Fund, for the planning,
development and construction of rural farm-
to-market roads in Tulare County, Cali-
fornia. The non-federal share of such im-
provements shall be 20 percent.

The Department of Transportation is in-
structed that the grantee for the Nashua,
New Hampshire project identified in section
378 of Public Law 106–346 shall be the City of
Nashua, New Hampshire.

The conference agreement includes a pro-
vision authorizing the Coast Guard to trans-
fer not to exceed $200,000 to the Traverse
City Area Public School District for the
demolition and removal of Building 402 at
former Coast Guard property in Traverse
City, Michigan. The provision makes the
transfer contingent upon receipt by the
Coast Guard of a detailed, fixed price esti-
mate for this work. Funding in the amount
of $200,000 was appropriated for this purpose
in the Department of Transportation and Re-
lated Agencies Appropriations Act, 2001.

The conference agreement includes an ap-
propriation of $500,000 from the mass transit
account of the highway trust fund for buses
and bus facilities at Alabama A&M Univer-
sity. These funds are to be available until ex-
pended.

The conference agreement includes a pro-
vision which directs the Federal Transit Ad-
ministration to distribute $7,047,502 to an ur-
banized area over 200,000 in population which
did not receive fiscal year 1999, 2000 and 2001
fixed guideway modernization funds to which
it was lawfully entitled, prior to the formula
apportionment of ‘‘Fixed guideway mod-
ernization’’ funds in fiscal year 2002.

The conference agreement includes a pro-
vision that requires that airport improve-
ment program formula changes provided
under Public Law 106–181 and defined in sec-
tion 104 of that Act shall be applied without
regard to the overall funding levels for the
airport improvement program in fiscal year
2001.

The conference agreement includes a pro-
vision that amends item number 473 con-
tained in section 1602 of the Transportation
Equity Act for the 21st Century relating to a
high priority project in Minnesota.

The conference agreement includes a pro-
vision that delays the issuance of the final
train horn rule until July 1, 2001. This issue
will not be addressed again in subsequent
legislation.

The conference agreement provides
$8,700,000 for four transportation projects in
Texas, Minnesota, Wisconsin, Indiana and
Colorado.

CHAPTER 12
GENERAL SERVICES ADMINISTRATION

REAL PROPERTY ACTIVITIES

FEDERAL BUILDINGS FUND

The conference agreement includes a new
provision providing $2,070,000 for the renova-

tion and redevelopment of portions of the
historic Federal building in Terre Haute, In-
diana. The conferees direct the General Serv-
ices Administration to report to the Com-
mittees on Appropriations by March 15, 2001
on steps it will take to ensure long-term
Federal occupancy of this building.

DEPARTMENT OF THE TREASURY
UNITED STATES CUSTOMS SERVICE

OPERATIONS, MAINTENANCE AND PROCUREMENT,
AIR AND MARINE INTERDICTION PROGRAMS

The conference agreement includes
$7,000,000 for necessary expenses related to
the procurement of two aircraft and related
equipment expenses at the Customs National
Aviation Center in Oklahoma City, Okla-
homa. The conference agreement provides
that none of the funds shall be available for
obligation until an expenditure plan is sub-
mitted for approval to the Committees on
Appropriations.

UNITED STATES POSTAL SERVICE
TINTON FALLS, NEW JERSEY

The conferees are aware that the Postal
Service has identified Tinton Falls, New Jer-
sey as a town to receive a new postal facil-
ity, but are concerned that this need for a
new postal facility is not being addressed in
a timely manner. The conferees urge the
Postal Service to give this project a high pri-
ority in its capital facility plan for the next
fiscal year.

CHAPTER 13
DEPARTMENT OF VETERANS AFFAIRS

DEPARTMENTAL ADMINISTRATION

CONSTRUCTION, MINOR PROJECTS

The conferees have included $8,840,000 for
Construction, minor projects. Of this
amount, $8,440,000 is recommended for
projects related to the integration of facili-
ties at the Boston VA Medical Center. These
funds are to supplement amounts previously
provided for minor construction projects in
fiscal year 2001 in Veterans Integrated Serv-
ice Network 1.

In addition, the conferees recommend
$400,000 to be used towards construction
costs of a cover for the Riverside National
Cemetery amphitheater.
DEPARTMENT OF HOUSING AND URBAN

DEVELOPMENT
COMMUNITY PLANNING AND DEVELOPMENT

EMPOWERMENT ZONES/ENTERPRISE
COMMUNITIES

Provides an additional $110,000,000 for
urban empowerment zones, as authorized by
the Taxpayer Relief Act of 1997.

COMMUNITY DEVELOPMENT FUND

Language is included which makes a tech-
nical amendment to an economic develop-
ment initiative grant provided in Public Law
106–377.

Language is included which transfers unob-
ligated grant funds from a specific city to a
county in order to carry out the purposes for
which the grant was made.

The conferees have amended Public Law
106–377 to provide an additional $66,128,000 for
targeted Economic Development Initiative
grants under the terms and conditions as
provided in Public Law 106–377, as follows:

—$425,000 for Project Home, Allied-Dunn’s
Marsh Neighborhood Center and Prairie
Crossing low income housing rehabilitation
project in Wisconsin;

—$1,000,000 for F.E.A.T. for the establish-
ment of the Merle Travis Park in Muhlen-
berg County, Kentucky;

—$750,000 for the Washington County Com-
mission for the World Wildlife Educational
Museum addition to the Dixie Chapter in St.
George, Utah;

—$250,000 for the Henry Ford Museum—
Greefield Village in Dearborn, Michigan for

expenses related to the design, planning and
construction of the ‘‘Great American Road
Exhibit’’;

—$6,000,000 for Shepherd College in
Shepherdstown, West Virginia for construc-
tion, related activities, and programs at the
Scarborough Library;

—$633,000 for the State of Nevada to estab-
lish a state-wide computer database of utili-
ties and infrastructure needs for rural com-
munities and Indian reservations;

—$850,000 for the University of South Caro-
lina for the operation of an historical ar-
chive at the University of South Carolina,
Department of Archives, South Carolina;

—$500,000 for the Idaho City Parks and
Recreation Commission for the Idaho City
Mien Tailings Site Restoration Project and
Park in Idaho City, Idaho;

—$250,000 for the Swiss Center of North
America, New Glarus, Wisconsin;

—$750,000 for the City of Madison, Wis-
consin for the Troy Housing and Gardens De-
velopment;

—$750,000 for the City of New Loft, Wis-
consin for acquisition and restoration of a
teen facility;

—$2,000,000 for the City of Pasadena, Texas
for a Police Academy driver training track;

—$1,300,000 for the City of Baytown, Texas
for its Emergency Operations Center;

—$750,000 for the City of Las Vegas, Nevada
for downtown development initiatives;

—$800,000 to support the Innovative
Brownfields Site Assessment and Remedi-
ation Technology Demonstration at the De-
fense Fuel Support Point, in Lynn Haven,
Florida;

—$200,000 for the Tri-County Agricultural
Complex in Calhoun, Gulf, and Liberty Coun-
ties, Florida

—$100,000 for the CCTV Central Coast part-
nership (California) to promote environ-
mentally friendly, sustainable agriculture
practices;

—$600,000 for the Central California Coast
Research Partnership;

—$500,000 for the Santa Barbara County,
California Water Agency for costs associated
with emergency sediment removal in the
Twitchell Reservoir;

—$500,000 for the City of Paso Robles, Cali-
fornia for the Oak Parks Housing Project for
modernization and rehabilitation projects;

—$100,000 for the Cambridge, Massachu-
setts Redevelopment Authority public spaces
initiative;

—$1,000,000 for the Sidney R. Yates and
Addie Yates Exhibition Center at the Field
Museum in Chicago, Illinois;

—$750,000 for the Greater Dwight Develop-
ment Corporation in New Haven, Con-
necticut for its child care center and offices;

—$500,000 for methamphetamine site clean-
up activities of the Fresno, California Sher-
iff’s Department;

—$3,000,000 to the Cross Valley Rail Cor-
ridor Joint Powers Authority, California for
rehabilitation of the San Joaquin Railroad;

—$1,000,000 to the City of Monterrey, Cali-
fornia to upgrade 911 emergency response
services;

—$2,035,000 for Eastern Connecticut Uni-
versity for upgrade of its technology sys-
tems;

—$500,000 for the City of Vernon, Con-
necticut for brownfields remediation activi-
ties;

—$1,000,000 for the Mystic Seaport Mari-
time Education and Research Center in Mys-
tic, Connecticut;

—$2,700,000 for the Southeastern Pennsyl-
vania Consortium on Higher Education for a
collaborative Math and Science Institute;

—$900,000 for the Town of Towamencin,
Pennsylvania for its urban park and recre-
ation recovery project;
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—$1,400,000 for Temple University, Penn-

sylvania for its Center for a Sustainable En-
vironment;

—$600,000 for the Township of Plainsboro,
New Jersey for its Nature and Education
Center;

—$300,000 for the Saint Mary’s County,
Maryland River Project;

—$450,000 for the Truitt Laboratory of the
Chesapeake Biological Laboratory for the
Bayscapes Habitat Reconstruction Project,
Maryland;

—$800,000 for the Edmonds Community Col-
lege Foundation, Washington for a Center on
Families;

—$400,000 for the Access Community
Health Network in Chicago, Illinois;

—$500,000 for the City of Seymour, Con-
necticut Police Department for upgrades of
law enforcement technology;

—$2,500,000 for the Town of Beacon Falls,
Connecticut for the Pinebridge Industrial
Park;

—$150,000 for the City of Sacramento, Cali-
fornia for the Emerging Technology Insti-
tute;

—$200,000 for the Kansas City, Kansas
foresics crime laboratory;

—$700,000 for the Kansas City, Kansas Hu-
mane Society for expenses associated with
relocation of its facilities;

—$350,000 for the expansion of the Dunbar
Community Center in Springfield, Massachu-
setts;

—$500,000 to the West Virginia High Tech-
nology Consortium Foundation, Inc. for high
priority economic development initiatives
including land acquisition;

—$1,000,000 for the Medford Area School
District, Wisconsin for after-school pro-
grams;

—$300,000 for the North Central Wisconsin
Workforce Development Board for education,
training, counseling, emergency assistance
and related services for displaced workers
and their families in central Wisconsin;

—$250,000 for the Portage County, Wis-
consin Business Council Foundation in Ste-
vens Point for activities including construc-
tion and training related to a business edu-
cation and training center and a regional
training clearinghouse;

—$200,000 for the Development Association
of Superior/Douglas Counties, Wisconsin for
a microenterprise loan and technical assist-
ance fund;

—$500,000 for the Chippewa County Eco-
nomic Corporation in Wisconsin for con-
struction of a workforce development center;

—$365,000 for the City of Wausau, Wis-
consin for brownfields remediation in Mara-
thon County;

—$1,000,000 for the Unity School District,
Balsam Lake, Wisconsin for after-school ac-
tivities;

—$100,000 for the Marathon County, Wis-
consin Sheriff’s Department for Central Wis-
consin drug prevention initiatives;

—$500,000 for the Santa Ana, California Po-
lice Department crime analysis unit;

—$1,300,000 for the City of Jackson, Mis-
sissippi for its brownfields clean-up activi-
ties;

—$500,000 for Essex County, Massachusetts
for its wastewater and combined sewer over-
flow program;

—$500,000 for Pacific Union College, Cali-
fornia for the Napa Valley Resource in Napa
County, California

—$400,000 for the establishment of the
Wolfe Center for teen substance abuse in
Napa County, California;

—$500,000 for Dyer, Indiana for a water di-
version project;

—$500,000 for the Community and Family
Resource Center renovation project in
Newberg, Oregon;

—$2,000,000 for the George Meany Center
for Labor Studies in Silver Spring, Mary-
land;

—$1,000,000 for the Rhode Island State Po-
lice for technology upgrade initiatives;

—$2,000,000 for the War Memorial Museum
in Milwaukee, Wisconsin;

—$500,000 for the Mott Community College
Workforce Development Institute in Michi-
gan;

—$1,000,000 for Maricopa County Commu-
nity College for the Achieving a College Edu-
cation Initiative (ACE) in Arizona;

—$1,000,000 to Coffee County, Tennessee for
the Coffee County Industrial Park;

—$1,500,000 to the Tennessee Fire Services
and Codes Enforcement Academy in Bedford
County, Tennessee;

—$600,000 to the 21st Century Council of
Lawrence for the Lawrence County Indus-
trial Park in Tennessee;

—$350,000 to the Fayetteville-Lincoln
County Library Board in Tennessee for the
Lincoln County Library;

—$150,000 to the University of Tennessee
Center for Business and Economic Research
to study the economic impact of alternative
management policies of TVA-managed lakes
in rural East Tennessee;

—$2,500,000 to Winston-Salem University in
Winston-Salem, North Carolina for the re-
construction of St. Phillips Church
($2,000,000) and Atkins House ($500,000);

—$1,575,000 to Escambia County in Florida
for development costs for infrastructure of
Central Commerce Park;

—$1,000,000 to Ashland University in Ash-
land, Ohio for rehabilitation and expansion
of the Kettering Science Center;

—$640,000 to Waukegan, Illinois for renova-
tion of the historic Genesee Theater;

—$1,155,000 to the Tampa Housing Author-
ity in Tampa, Florida for costs associated
with the Tom Dyer Elderly Housing Redevel-
opment Project.

DEPARTMENT OF THE TREASURY
COMMUNITY DEVELOPMENT FINANCIAL

INSTITUTIONS

COMMUNITY DEVELOPMENT FINANCIAL
INSTITUTIONS FUND PROGRAM ACCOUNT

Increases the cap on administrative ex-
penses by $1,000,000, in order to accommodate
increased responsibilities assigned to the
Fund by the New Markets Initiative. The
conferees direct the CDFI Fund to submit a
report to the Committees on Appropriations
within 60 days of enactment describing plans
for carrying out these responsibilities, in-
cluding staffing and resource requirements.
The conferees would consider supplemental
appropriations for this purpose if CDFI dem-
onstrates that additional funds are needed.

ENVIRONMENTAL PROTECTION AGENCY

SCIENCE AND TECHNOLOGY

Language is included which provides
$1,000,000 in additional appropriations for the
continuation of the South Bronx Air Pollu-
tion Study being conducted by New York
University.
ENVIRONMENTAL PROGRAMS AND MANAGEMENT

Language is included which makes a tech-
nical correction to a grant provided to the
San Bernardino Valley Municipal Water Dis-
trict in Public Law 106–377.

STATE AND TRIBAL ASSISTANCE GRANTS

Language is included which clarifies that
funds appropriated for infrastructure needs
in the New York City watershed shall be
awarded under section 1443(d) of the Safe
Drinking Water Act, as amended.

Language is included which makes funds
appropriated in Public Law 106–377 for a spe-
cific project in Indiana available for an al-
ternative project.

The conferees have amended Public Law
106–377 to include an additional $20,630,000 to

communities or other entities for construc-
tion of water and wastewater treatment fa-
cilities. Cost share requirements and all
other terms and conditions provided in Pub-
lic Law 106–377 for these grants shall also
apply to these grants, distributed as follows:

1. $1,000,000 for combined sewer overflow in-
frastructure improvements on the Con-
necticut River.

2. $7,280,000 to Grand Rapids, Michigan for
combined sewer overflow infrastructure im-
provements.

3. $3,000,000 for water delivery system in-
frastructure improvements for the cities of
Arcadia and Sierra Madre, California.

4. $7,850,000 for wastewater facility, drink-
ing water, and water system delivery infra-
structure improvements in Milton Township
($5,000,000), the Village of McDonald
($350,000), and the Village of Wellsville
($2,500,000), Ohio.

5. $1,000,000 for wastewater treatment in-
frastructure improvements in Carmel, Indi-
ana.
FEDERAL EMERGENCY MANAGEMENT AGENCY

EMERGENCY MANAGEMENT PLANNING AND
ASSISTANCE

Language is included which provides
$100,000,000 for new fire fighting programs as
authorized by the Federal Fire Prevention
and Control Act, as amended.

CHAPTER 14
GENERAL PROVISIONS—THIS CHAPTER

The conference agreement includes the
adoption of H. Con. Res. 234 by the Senate.

The conference agreement includes a new
provision relating to the application of the
Federal Reports Elimination and Sunset Act
of 1995 to certain reports.

The conferees direct the Comptroller Gen-
eral of the United States to (1) ascertain the
ownership of the West Campus Buildings of
the Saint Elizabeth’s Hospital complex in
the District of Columbia; (2) review and com-
ment on existing cost estimates for
mothballing/stabilization, phase II environ-
mental mediation, phase II archaeological
study, environmental impact study, and land
use study; (3) report on any existing historic
designations and corresponding responsibil-
ities; and (4) identify action required to fa-
cilitate transfer of the property. The con-
ferees request that the report be completed
and submitted to the House and Senate Com-
mittees on Appropriations within 45 days of
the enactment of this Act.

The conference agreement includes a new
provisions rescinding 0.22 percent of the dis-
cretionary budget authority provided (or ob-
ligation limit imposed) for fiscal year 2001,
except for those programs, projects, and ac-
tivities which are specifically exempted. The
provision exempts from rescission the Mili-
tary Personnel accounts of the of the De-
partment of Defense Appropriations Act,
2001, and fiscal year 2001 amounts for activi-
ties funded in the Departments of Labor,
Health and Human Services, and Education,
and Related Agencies Appropriations Act.

DIVISION B
TITLE I

The conference agreement includes a sec-
tion that provides greater availability of
food assistance in day care centers by modi-
fying eligibility criteria in the Child and
Adult Care Food Program.

The conference agreement includes a sec-
tion to authorize a pilot program through
the Summer Food Service Program to exam-
ine whether reducing burdensome paperwork
would increase the availability of food as-
sistance for children during the summer
who, during the school year, have access to
meals through the School Lunch Program.

The conference agreement includes lan-
guage which authorizes the Secretary of the
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Interior to conduct a feasibility study for a
Sacramento River, California, diversion
project.

The conference agreement includes lan-
guage which modifies the authorization for
the Saint Francis River Basin, Missouri and
Arkansas, project to expand the boundaries
of the project to include Ten- and Fifteen-
Mile Bayous near West Memphis, Arkansas.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Army to enter into an agreement to permit
the City of Alton, Illinois, to construct rec-
reational facilities at the Melvin Price Lock
and Dam.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Interior, in cooperation with Washoe Coun-
ty, Nevada, to participate in the planning,
design, and construction of the Truckee Wa-
tershed Reclamation Project.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Army to widen and deepen the Alafia Chan-
nel in Tampa Harbor, Florida.

The conference agreement includes lan-
guage which authorizes a number of environ-
mental infrastructure projects.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Army to provide technical and financial as-
sistance to carry out projects to improve the
water quality in the Florida Keys National
Marine Sanctuary.

The conference agreement includes lan-
guage to provide for the restoration of the
San Gabriel Basin in California.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Army to participate in studies and the plan-
ning and design of projects which offer a
long-term solution to the problem of ground-
water pollution caused by perchlorates.

The conference agreement includes lan-
guage which authorizes the construction of
fish passage facilities at the New Savannah
Bluff Lock and Dam in Georgia and South
Carolina.

The conference agreement includes lan-
guage which provides for the extinguishment
of reversionary interests and use restrictions
at the Port of Umatilla, Oregon.

The conference agreement includes lan-
guage which repeals section 101(b)(6) of the
Water Resources Development Act of 2000.

The conference agreement includes lan-
guage which directs the Secretary of the
Army to reimburse the East Bay Municipal
Water District for the Federal share of costs
incurred by the district for the Penn Mine,
Calaveras County, California, aquatic eco-
system restoration project.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Army to construct intake facilities at Greer
Ferry Lake, Arkansas, for the benefit of
Lonoke and White Counties in Arkansas.

The conference agreement includes lan-
guage which authorizes the Secretary of the
Army to provide the non-Federal sponsor of
the Chehalis River and Tributaries, Wash-
ington, project credit toward the non-Fed-
eral share of the cost of the project for work
carried out by the non-Federal sponsor be-
fore the date of enactment of a project co-
operation agreement.

Section 119 includes a technical correction
to permit the National Park Service to issue
a grant to the city of Ocean Beach, New
York.

Section 120 directs the National Park Serv-
ice to work with Fort Sumter Tours, Inc.,
the concessionaire at Fort Sumter National
Monument in South Carolina, on an amica-
ble solution to the current legal dispute. In
addition, the Director shall immediately ex-
tend the current contract through March 15,
2001, and for 180 days if the final settlement
is agreed to by both parties.

Section 121 amends title VIII of the De-
partment of the Interior and Related Agen-
cies Appropriations Act, 2001 to derive fund-
ing under that title from the Land and Water
Conservation Fund. This reference was inad-
vertently omitted from the original legisla-
tion.

Section 122 amends the Energy Policy Act
of 1992 to include a reference to liquid fuels
domestically produced from natural gas.

Section 123 incorporates by reference the
text of the bill H.R. 4904, as passed by the
House of Representatives on September 26,
2000, expressing the policy of the United
States regarding the U.S. relationship with
Native Hawaiians. The text of H.R. 4904 is as
follows:

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled.
SECTION 1. FINDINGS.

Congress makes the following findings:
(1) The Constitution vests Congress with the

authority to address the conditions of the indig-
enous, native people of the United States.

(2) Native Hawaiians, the native people of the
Hawaiian archipelago which is now part of the
United States, are indigenous, native people of
the United States.

(3) The United States has a special trust rela-
tionship to promote the welfare of the native
people of the United States, including Native
Hawaiians.

(4) Under the treaty making power of the
United States, Congress exercised its constitu-
tional authority to confirm a treaty between the
United States and the government that rep-
resented the Hawaiian people, and from 1826
until 1893, the United States recognized the
independence of the Kingdom of Hawaii, ex-
tended full diplomatic recognition to the Hawai-
ian government, and entered into treaties and
conventions with the Hawaiian monarchs to
govern commerce and navigation in 1826, 1842,
1849, 1875, and 1887.

(5) Pursuant to the provisions of the Hawai-
ian Homes Commission Act, 1920 (42 Stat. 108,
chapter 42), the United States set aside 203,500
acres of land in the Federal territory that later
became the State of Hawaii to address the con-
ditions of Native Hawaiians.

(6) By setting aside 203,500 acres of land for
Native Hawaiian homesteads and farms, the Act
assists the Native Hawaiian community in main-
taining distinct native settlements throughout
the State of Hawaii.

(7) Approximately 6,800 Native Hawaiian les-
sees and their family members reside on Hawai-
ian Home Lands and approximately 18,000 Na-
tive Hawaiians who are eligible to reside on the
Home Lands are on a waiting list to receive as-
signments of land.

(8) In 1959, as part of the compact admitting
Hawaii into the United States, Congress estab-
lished the Ceded Lands Trust for five purposes,
one of which is the betterment of the conditions
of Native Hawaiians. Such trust consists of ap-
proximately 1,800,000 acres of land, submerged
lands, and the revenues derived from such
lands, the assets of which have never been com-
pletely inventoried or segregated.

(9) Throughout the years, Native Hawaiians
have repeatedly sought access to the Ceded
Lands Trust and its resources and revenues in
order to establish and maintain native settle-
ments and distinct native communities through-
out the State.

(10) The Hawaiian Home Lands and the
Ceded Lands provide an important foundation
for the ability of the Native Hawaiian commu-
nity to maintain the practice of Native Hawai-
ian culture, language, and traditions, and for
the survival of the Native Hawaiian people.

(11) Native Hawaiians have maintained other
distinctly native areas in Hawaii.

(12) On November 23, 1993, Public Law 103–150
(107 Stat. 1510) (commonly known as the Apol-

ogy Resolution) was enacted into law, extending
an apology on behalf of the United States to the
Native people of Hawaii for the United States
role in the overthrow of the Kingdom of Hawaii.

(13) The Apology Resolution acknowledges
that the overthrow of the Kingdom of Hawaii
occurred with the active participation of agents
and citizens of the United States and further ac-
knowledges that the Native Hawaiian people
never directly relinquished their claims to their
inherent sovereignty as a people over their na-
tional lands to the United States, either through
their monarchy or through a plebiscite or ref-
erendum.

(14) The Apology Resolution expresses the
commitment of Congress and the President to
acknowledge the ramifications of the overthrow
of the Kingdom of Hawaii and to support rec-
onciliation efforts between the United States
and Native Hawaiians; and to have Congress
and the President, through the President’s des-
ignated officials, consult with Native Hawaiians
on the reconciliation process as called for under
the Apology Resolution.

(15) Despite the overthrow of the Hawaiian
government, Native Hawaiians have continued
to maintain their separate identity as a distinct
native community through the formation of cul-
tural, social, and political institutions, and to
give expression to their rights as native people
to self-determination and self-governance as evi-
denced through their participation in the Office
of Hawaiian Affairs.

(16) Native Hawaiians also maintain a distinct
Native Hawaiian community through the provi-
sion of governmental services to Native Hawai-
ians, including the provision of health care
services, educational programs, employment and
training programs, children’s services, conserva-
tion programs, fish and wildlife protection, agri-
cultural programs, native language immersion
programs and native language immersion
schools from kindergarten through high school,
as well as college and master’s degree programs
in native language immersion instruction, and
traditional justice programs, and by continuing
their efforts to enhance Native Hawaiian self-
determination and local control.

(17) Native Hawaiians are actively engaged in
Native Hawaiian cultural practices, traditional
agricultural methods, fishing and subsistence
practices, maintenance of cultural use areas and
sacred sites, protection of burial sites, and the
exercise of their traditional rights to gather me-
dicinal plants and herbs, and food sources.

(18) The Native Hawaiian people wish to pre-
serve, develop, and transmit to future Native
Hawaiian generations their ancestral lands and
Native Hawaiian political and cultural identity
in accordance with their traditions, beliefs, cus-
toms and practices, language, and social and
political institutions, and to achieve greater
self-determination over their own affairs.

(19) This Act provides for a process within the
framework of Federal law for the Native Hawai-
ian people to exercise their inherent rights as a
distinct aboriginal, indigenous, native commu-
nity to reorganize a Native Hawaiian govern-
ment for the purpose of giving expression to
their rights as native people to self-determina-
tion and self-governance.

(20) The United States has declared that—
(A) the United States has a special responsi-

bility for the welfare of the native peoples of the
United States, including Native Hawaiians;

(B) Congress has identified Native Hawaiians
as a distinct indigenous group within the scope
of its Indian affairs power, and has enacted
dozens of statutes on their behalf pursuant to
its recognized trust responsibility; and

(C) Congress has also delegated broad author-
ity to administer a portion of the Federal trust
responsibility to the State of Hawaii.

(21) The United States has recognized and re-
affirmed the special trust relationship with the
Native Hawaiian people through—
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(A) the enactment of the Act entitled ‘‘An Act

to provide for the admission of the State of Ha-
waii into the Union’’, approved March 18, 1959
(Public Law 86–3; 73 Stat. 4) by—

(i) ceding to the State of Hawaii title to the
public lands formerly held by the United States,
and mandating that those lands be held in pub-
lic trust for five purposes, one of which is for
the betterment of the conditions of Native Ha-
waiians; and

(ii) transferring the United States responsi-
bility for the administration of the Hawaiian
Home Lands to the State of Hawaii, but retain-
ing the authority to enforce the trust, including
the exclusive right of the United States to con-
sent to any actions affecting the lands which
comprise the corpus of the trust and any amend-
ments to the Hawaiian Homes Commission Act,
1920 (42 Stat. 108, chapter 42) that are enacted
by the legislature of the State of Hawaii affect-
ing the beneficiaries under the Act.

(22) The United States continually has recog-
nized and reaffirmed that—

(A) Native Hawaiians have a cultural, his-
toric, and land-based link to the aboriginal, na-
tive people who exercised sovereignty over the
Hawaiian Islands;

(B) Native Hawaiians have never relinquished
their claims to sovereignty or their sovereign
lands;

(C) the United States extends services to Na-
tive Hawaiians because of their unique status as
the aboriginal, native people of a once sovereign
nation with whom the United States has a polit-
ical and legal relationship; and

(D) the special trust relationship of American
Indians, Alaska Natives, and Native Hawaiians
to the United States arises out of their status as
aboriginal, indigenous, native people of the
United States.
SEC. 2. DEFINITIONS.

In this Act:
(1) ABORIGINAL, INDIGENOUS, NATIVE PEO-

PLE.—The term ‘‘aboriginal, indigenous, native
people’’ means those people whom Congress has
recognized as the original inhabitants of the
lands and who exercised sovereignty prior to
European contact in the areas that later became
part of the United States.

(2) ADULT MEMBERS.—The term ‘‘adult mem-
bers’’ means those Native Hawaiians who have
attained the age of 18 at the time the Secretary
publishes the final roll, as provided in section
7(a)(3) of this Act.

(3) APOLOGY RESOLUTION.—The term ‘‘Apol-
ogy Resolution’’ means Public Law 103–150 (107
Stat. 1510), a joint resolution offering an apol-
ogy to Native Hawaiians on behalf of the United
States for the participation of agents of the
United States in the January 17, 1893 overthrow
of the Kingdom of Hawaii.

(4) CEDED LANDS.—The term ‘‘ceded lands’’
means those lands which were ceded to the
United States by the Republic of Hawaii under
the Joint Resolution to provide for annexing the
Hawaiian Islands to the United States of July 7,
1898 (30 Stat. 750), and which were later trans-
ferred to the State of Hawaii in the Act entitled
‘‘An Act to provide for the admission of the
State of Hawaii into the Union’’ approved
March 18, 1959 (Public Law 86–3; 73 Stat. 4).

(5) COMMISSION.—The term ‘‘Commission’’
means the commission established in section 7 of
this Act to certify that the adult members of the
Native Hawaiian community contained on the
roll developed under that section meet the defi-
nition of Native Hawaiian, as defined in para-
graph (7)(A).

(6) INDIGENOUS, NATIVE PEOPLE.—The term
‘‘indigenous, native people’’ means the lineal
descendants of the aboriginal, indigenous, na-
tive people of the United States.

(7) NATIVE HAWAIIAN.—
(A) Prior to the recognition by the United

States of a Native Hawaiian government under
the authority of section 7(d)(2) of this Act, the
term ‘‘Native Hawaiian’’ means the indigenous,

native people of Hawaii who are the lineal de-
scendants of the aboriginal, indigenous, native
people who resided in the islands that now com-
prise the State of Hawaii on or before January
1, 1893, and who occupied and exercised sov-
ereignty in the Hawaiian archipelago, including
the area that now constitutes the State of Ha-
waii, and includes all Native Hawaiians who
were eligible in 1921 for the programs authorized
by the Hawaiian Homes Commission Act (42
Stat. 108, chapter 42) and their lineal descend-
ants.

(B) Following the recognition by the United
States of the Native Hawaiian government
under section 7(d)(2) of this Act, the term ‘‘Na-
tive Hawaiian’’ shall have the meaning given to
such term in the organic governing documents
of the Native Hawaiian government.

(8) NATIVE HAWAIIAN GOVERNMENT.—The term
‘‘Native Hawaiian government’’ means the citi-
zens of the government of the Native Hawaiian
people that is recognized by the United States
under the authority of section 7(d)(2) of this
Act.

(9) NATIVE HAWAIIAN INTERIM GOVERNING
COUNCIL.—The term ‘‘Native Hawaiian Interim
Governing Council’’ means the interim gov-
erning council that is organized under section
7(c) of this Act.

(10) ROLL.—The term ‘‘roll’’ means the roll
that is developed under the authority of section
7(a) of this Act.

(11) SECRETARY.—The term ‘‘Secretary’’ means
the Secretary of the Interior.

(12) TASK FORCE.—The term ‘‘Task Force’’
means the Native Hawaiian Interagency Task
Force established under the authority of section
6 of this Act.
SEC. 3. UNITED STATES POLICY AND PURPOSE.

(a) POLICY.—The United States reaffirms
that—

(1) Native Hawaiians are a unique and dis-
tinct aboriginal, indigenous, native people, with
whom the United States has a political and legal
relationship;

(2) the United States has a special trust rela-
tionship to promote the welfare of Native Ha-
waiians;

(3) Congress possesses the authority under the
Constitution to enact legislation to address the
conditions of Native Hawaiians and has exer-
cised this authority through the enactment of—

(A) the Hawaiian Homes Commission Act, 1920
(42 Stat. 108, chapter 42);

(B) the Act entitled ‘‘An Act to provide for the
admission of the State of Hawaii into the
Union’’, approved March 18, 1959 (Public Law
86–3; 73 Stat. 4); and

(C) more than 150 other Federal laws address-
ing the conditions of Native Hawaiians;

(4) Native Hawaiians have—
(A) an inherent right to autonomy in their in-

ternal affairs;
(B) an inherent right of self-determination

and self-governance;
(C) the right to reorganize a Native Hawaiian

government; and
(D) the right to become economically self-suf-

ficient; and
(5) the United States shall continue to engage

in a process of reconciliation and political rela-
tions with the Native Hawaiian people.

(b) PURPOSE.—It is the intent of Congress that
the purpose of this Act is to provide a process
for the reorganization of a Native Hawaiian
government and for the recognition by the
United States of the Native Hawaiian govern-
ment for purposes of continuing a government-
to-government relationship.
SEC. 4. ESTABLISHMENT OF THE UNITED STATES

OFFICE FOR NATIVE HAWAIIAN AF-
FAIRS.

(a) IN GENERAL.—There is established within
the Office of the Secretary the United States Of-
fice for Native Hawaiian Affairs.

(b) DUTIES OF THE OFFICE.—The United States
Office for Native Hawaiian Affairs shall—

(1) effectuate and coordinate the special trust
relationship between the Native Hawaiian peo-
ple and the United States through the Sec-
retary, and with all other Federal agencies;

(2) upon the recognition of the Native Hawai-
ian government by the United States as provided
for in section 7(d)(2) of this Act, effectuate and
coordinate the special trust relationship between
the Native Hawaiian government and the
United States through the Secretary, and with
all other Federal agencies;

(3) fully integrate the principle and practice
of meaningful, regular, and appropriate con-
sultation with the Native Hawaiian people by
providing timely notice to, and consulting with
the Native Hawaiian people prior to taking any
actions that may affect traditional or current
Native Hawaiian practices and matters that
may have the potential to significantly or
uniquely affect Native Hawaiian resources,
rights, or lands, and upon the recognition of the
Native Hawaiian government as provided for in
section 7(d)(2) of this Act, fully integrate the
principle and practice of meaningful, regular,
and appropriate consultation with the Native
Hawaiian government by providing timely no-
tice to, and consulting with the Native Hawai-
ian people and the Native Hawaiian government
prior to taking any actions that may have the
potential to significantly affect Native Hawai-
ian resources, rights, or lands;

(4) consult with the Native Hawaiian Inter-
agency Task Force, other Federal agencies, and
with relevant agencies of the State of Hawaii on
policies, practices, and proposed actions affect-
ing Native Hawaiian resources, rights, or lands;

(5) be responsible for the preparation and sub-
mittal to the Committee on Indian Affairs of the
Senate, the Committee on Energy and Natural
Resources of the Senate, and the Committee on
Resources of the House of Representatives of an
annual report detailing the activities of the
Interagency Task Force established under sec-
tion 6 of this Act that are undertaken with re-
spect to the continuing process of reconciliation
and to effect meaningful consultation with the
Native Hawaiian people and the Native Hawai-
ian government and providing recommendations
for any necessary changes to existing Federal
statutes or regulations promulgated under the
authority of Federal law;

(6) be responsible for continuing the process of
reconciliation with the Native Hawaiian people,
and upon the recognition of the Native Hawai-
ian government by the United States as provided
for in section 7(d)(2) of this Act, be responsible
for continuing the process of reconciliation with
the Native Hawaiian government; and

(7) assist the Native Hawaiian people in facili-
tating a process for self-determination, includ-
ing but not limited to the provision of technical
assistance in the development of the roll under
section 7(a) of this Act, the organization of the
Native Hawaiian Interim Governing Council as
provided for in section 7(c) of this Act, and the
recognition of the Native Hawaiian government
as provided for in section 7(d) of this Act.

(c) AUTHORITY.—The United States Office for
Native Hawaiian Affairs is authorized to enter
into a contract with or make grants for the pur-
poses of the activities authorized or addressed in
section 7 of this Act for a period of 3 years from
the date of the enactment of this Act.
SEC. 5. DESIGNATION OF DEPARTMENT OF JUS-

TICE REPRESENTATIVE.
The Attorney General shall designate an ap-

propriate official within the Department of Jus-
tice to assist the United States Office for Native
Hawaiian Affairs in the implementation and
protection of the rights of Native Hawaiians and
their political, legal, and trust relationship with
the United States, and upon the recognition of
the Native Hawaiian government as provided for
in section 7(d)(2) of this Act, in the implementa-
tion and protection of the rights of the Native
Hawaiian government and its political, legal,
and trust relationship with the United States.
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SEC. 6. NATIVE HAWAIIAN INTERAGENCY TASK

FORCE.
(a) ESTABLISHMENT.—There is established an

interagency task force to be known as the ‘‘Na-
tive Hawaiian Interagency Task Force’’.

(b) COMPOSITION.—The Task Force shall be
composed of officials, to be designated by the
President, from—

(1) each Federal agency that establishes or im-
plements policies that affect Native Hawaiians
or whose actions may significantly or uniquely
impact on Native Hawaiian resources, rights, or
lands;

(2) the United States Office for Native Hawai-
ian Affairs established under section 4 of this
Act; and

(3) the Executive Office of the President.
(c) LEAD AGENCIES.—The Department of the

Interior and the Department of Justice shall
serve as the lead agencies of the Task Force,
and meetings of the Task Force shall be con-
vened at the request of either of the lead agen-
cies.

(d) CO-CHAIRS.—The Task Force representa-
tive of the United States Office for Native Ha-
waiian Affairs established under the authority
of section 4 of this Act and the Attorney Gen-
eral’s designee under the authority of section 5
of this Act shall serve as co-chairs of the Task
Force.

(e) DUTIES.—The responsibilities of the Task
Force shall be—

(1) the coordination of Federal policies that
affect Native Hawaiians or actions by any agen-
cy or agencies of the Federal Government which
may significantly or uniquely impact on Native
Hawaiian resources, rights, or lands;

(2) to assure that each Federal agency devel-
ops a policy on consultation with the Native
Hawaiian people, and upon recognition of the
Native Hawaiian government by the United
States as provided in section 7(d)(2) of this Act,
consultation with the Native Hawaiian govern-
ment; and

(3) to assure the participation of each Federal
agency in the development of the report to Con-
gress authorized in section 4(b)(5) of this Act.
SEC. 7. PROCESS FOR THE DEVELOPMENT OF A

ROLL FOR THE ORGANIZATION OF A
NATIVE HAWAIIAN INTERIM GOV-
ERNING COUNCIL, FOR THE ORGANI-
ZATION OF A NATIVE HAWAIIAN IN-
TERIM GOVERNING COUNCIL AND A
NATIVE HAWAIIAN GOVERNMENT,
AND FOR THE RECOGNITION OF THE
NATIVE HAWAIIAN GOVERNMENT.

(a) ROLL.—
(1) PREPARATION OF ROLL.—The United States

Office for Native Hawaiian Affairs shall assist
the adult members of the Native Hawaiian com-
munity who wish to participate in the reorga-
nization of a Native Hawaiian government in
preparing a roll for the purpose of the organiza-
tion of a Native Hawaiian Interim Governing
Council. The roll shall include the names of
the—

(A) adult members of the Native Hawaiian
community who wish to become citizens of a Na-
tive Hawaiian government and who are—

(i) the lineal descendants of the aboriginal,
indigenous, native people who resided in the is-
lands that now comprise the State of Hawaii on
or before January 1, 1893, and who occupied
and exercised sovereignty in the Hawaiian ar-
chipelago; or

(ii) Native Hawaiians who were eligible in
1921 for the programs authorized by the Hawai-
ian Homes Commission Act (42 Stat. 108, chapter
42) or their lineal descendants; and

(B) the children of the adult members listed on
the roll prepared under this subsection.

(2) CERTIFICATION AND SUBMISSION.—
(A) COMMISSION.—
(i) IN GENERAL.—There is authorized to be es-

tablished a Commission to be composed of nine
members for the purpose of certifying that the
adult members of the Native Hawaiian commu-
nity on the roll meet the definition of Native
Hawaiian, as defined in section 2(7)(A) of this
Act.

(ii) MEMBERSHIP.—
(I) APPOINTMENT.—The Secretary shall ap-

point the members of the Commission in accord-
ance with subclause (II). Any vacancy on the
Commission shall not affect its powers and shall
be filled in the same manner as the original ap-
pointment.

(II) REQUIREMENTS.—The members of the
Commission shall be Native Hawaiian, as de-
fined in section 2(7)(A) of this Act, and shall
have expertise in the certification of Native Ha-
waiian ancestry.

(III) CONGRESSIONAL SUBMISSION OF SUG-
GESTED CANDIDATES.—In appointing members of
the Commission, the Secretary may choose such
members from among—

(aa) five suggested candidates submitted by
the Majority Leader of the Senate and the Mi-
nority Leader of the Senate from a list of can-
didates provided to such leaders by the Chair-
man and Vice Chairman of the Committee on In-
dian Affairs of the Senate; and

(bb) four suggested candidates submitted by
the Speaker of the House of Representatives and
the Minority Leader of the House of Representa-
tives from a list provided to the Speaker and the
Minority Leader by the Chairman and Ranking
member of the Committee on Resources of the
House of Representatives.

(iii) EXPENSES.—Each member of the Commis-
sion shall be allowed travel expenses, including
per diem in lieu of subsistence, at rates author-
ized for employees of agencies under subchapter
I of chapter 57 of title 5, United States Code,
while away from their homes or regular places
of business in the performance of services for the
Commission.

(B) CERTIFICATION.—The Commission shall
certify that the individuals listed on the roll de-
veloped under the authority of this subsection
are Native Hawaiians, as defined in section
2(7)(A) of this Act.

(3) SECRETARY.—
(A) CERTIFICATION.—The Secretary shall re-

view the Commission’s certification of the mem-
bership roll and determine whether it is con-
sistent with applicable Federal law, including
the special trust relationship between the
United States and the indigenous, native people
of the United States.

(B) PUBLICATION.—Upon making the deter-
mination authorized in subparagraph (A), the
Secretary shall publish a final roll.

(C) APPEAL.—
(i) ESTABLISHMENT OF MECHANISM.—The Sec-

retary is authorized to establish a mechanism
for an appeal of the Commission’s determination
as it concerns—

(I) the exclusion of the name of a person who
meets the definition of Native Hawaiian, as de-
fined in section 2(7)(A) of this Act, from the roll;
or

(II) a challenge to the inclusion of the name
of a person on the roll on the grounds that the
person does not meet the definition of Native
Hawaiian, as so defined.

(ii) PUBLICATION; UPDATE.—The Secretary
shall publish the final roll while appeals are
pending, and shall update the final roll and the
publication of the final roll upon the final dis-
position of any appeal.

(D) FAILURE TO ACT.—If the Secretary fails to
make the certification authorized in subpara-
graph (A) within 90 days of the date that the
Commission submits the membership roll to the
Secretary, the certification shall be deemed to
have been made, and the Commission shall pub-
lish the final roll.

(4) EFFECT OF PUBLICATION.—The publication
of the final roll shall serve as the basis for the
eligibility of adult members listed on the roll to
participate in all referenda and elections associ-
ated with the organization of a Native Hawai-
ian Interim Governing Council and the Native
Hawaiian government.

(b) RECOGNITION OF RIGHTS.—The right of the
Native Hawaiian people to organize for their
common welfare and to adopt appropriate or-

ganic governing documents is hereby recognized
by the United States.

(c) ORGANIZATION OF THE NATIVE HAWAIIAN
INTERIM GOVERNING COUNCIL.—

(1) ORGANIZATION.—The adult members listed
on the roll developed under the authority of
subsection (a) are authorized to—

(A) develop criteria for candidates to be elect-
ed to serve on the Native Hawaiian Interim Gov-
erning Council;

(B) determine the structure of the Native Ha-
waiian Interim Governing Council; and

(C) elect members to the Native Hawaiian In-
terim Governing Council.

(2) ELECTION.—Upon the request of the adult
members listed on the roll developed under the
authority of subsection (a), the United States
Office for Native Hawaiian Affairs may assist
the Native Hawaiian community in holding an
election by secret ballot (absentee and mail bal-
loting permitted), to elect the membership of the
Native Hawaiian Interim Governing Council.

(3) POWERS.—
(A) IN GENERAL.—The Native Hawaiian In-

terim Governing Council is authorized to rep-
resent those on the roll in the implementation of
this Act and shall have no powers other than
those given to it in accordance with this Act.

(B) FUNDING.—The Native Hawaiian Interim
Governing Council is authorized to enter into a
contract or grant with any Federal agency, in-
cluding but not limited to, the United States Of-
fice for Native Hawaiian Affairs within the De-
partment of the Interior and the Administration
for Native Americans within the Department of
Health and Human Services, to carry out the ac-
tivities set forth in subparagraph (C).

(C) ACTIVITIES.—
(i) IN GENERAL.—The Native Hawaiian Interim

Governing Council is authorized to conduct a
referendum of the adult members listed on the
roll developed under the authority of subsection
(a) for the purpose of determining (but not lim-
ited to) the following:

(I) The proposed elements of the organic gov-
erning documents of a Native Hawaiian govern-
ment.

(II) The proposed powers and authorities to be
exercised by a Native Hawaiian government, as
well as the proposed privileges and immunities
of a Native Hawaiian government.

(III) The proposed civil rights and protection
of such rights of the citizens of a Native Hawai-
ian government and all persons subject to the
authority of a Native Hawaiian government.

(ii) DEVELOPMENT OF ORGANIC GOVERNING
DOCUMENTS.—Based upon the referendum, the
Native Hawaiian Interim Governing Council is
authorized to develop proposed organic gov-
erning documents for a Native Hawaiian gov-
ernment.

(iii) DISTRIBUTION.—The Native Hawaiian In-
terim Governing Council is authorized to dis-
tribute to all adult members of those listed on
the roll, a copy of the proposed organic gov-
erning documents, as drafted by the Native Ha-
waiian Interim Governing Council, along with a
brief impartial description of the proposed or-
ganic governing documents.

(iv) CONSULTATION.—The Native Hawaiian In-
terim Governing Council is authorized to freely
consult with those members listed on the roll
concerning the text and description of the pro-
posed organic governing documents.

(D) ELECTIONS.—
(i) IN GENERAL.—The Native Hawaiian Interim

Governing Council is authorized to hold elec-
tions for the purpose of ratifying the proposed
organic governing documents, and upon ratifi-
cation of the organic governing documents, to
hold elections for the officers of the Native Ha-
waiian government.

(ii) ASSISTANCE.—Upon the request of the Na-
tive Hawaiian Interim Governing Council, the
United States Office of Native Hawaiian Affairs
may assist the Council in conducting such elec-
tions.

(4) TERMINATION.—The Native Hawaiian In-
terim Governing Council shall have no power or
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authority under this Act after the time at which
the duly elected officers of the Native Hawaiian
government take office.

(d) RECOGNITION OF THE NATIVE HAWAIIAN
GOVERNMENT.—

(1) PROCESS FOR RECOGNITION.—
(A) SUBMITTAL OF ORGANIC GOVERNING DOCU-

MENTS.—The duly elected officers of the Native
Hawaiian government shall submit the organic
governing documents of the Native Hawaiian
government to the Secretary.

(B) CERTIFICATIONS.—Within 90 days of the
date that the duly elected officers of the Native
Hawaiian government submit the organic gov-
erning documents to the Secretary, the Sec-
retary shall certify that the organic governing
documents—

(i) were adopted by a majority vote of the
adult members listed on the roll prepared under
the authority of subsection (a);

(ii) are consistent with applicable Federal law
and the special trust relationship between the
United States and the indigenous native people
of the United States;

(iii) provide for the exercise of those govern-
mental authorities that are recognized by the
United States as the powers and authorities that
are exercised by other governments representing
the indigenous, native people of the United
States;

(iv) provide for the protection of the civil
rights of the citizens of the Native Hawaiian
government and all persons subject to the au-
thority of the Native Hawaiian government, and
to assure that the Native Hawaiian government
exercises its authority consistent with the re-
quirements of section 202 of the Act of April 11,
1968 (25 U.S.C. 1302);

(v) prevent the sale, disposition, lease, or en-
cumbrance of lands, interests in lands, or other
assets of the Native Hawaiian government with-
out the consent of the Native Hawaiian govern-
ment;

(vi) establish the criteria for citizenship in the
Native Hawaiian government; and

(vii) provide authority for the Native Hawai-
ian government to negotiate with Federal, State,
and local governments, and other entities.

(C) FAILURE TO ACT.—If the Secretary fails to
act within 90 days of the date that the duly
elected officers of the Native Hawaiian govern-
ment submitted the organic governing docu-
ments of the Native Hawaiian government to the
Secretary, the certifications authorized in sub-
paragraph (B) shall be deemed to have been
made.

(D) RESUBMISSION IN CASE OF NONCOMPLIANCE
WITH FEDERAL LAW.—

(i) RESUBMISSION BY THE SECRETARY.—If the
Secretary determines that the organic governing
documents, or any part thereof, are not con-
sistent with applicable Federal law, the Sec-
retary shall resubmit the organic governing doc-
uments to the duly elected officers of the Native
Hawaiian government along with a justification
for each of the Secretary’s findings as to why
the provisions are not consistent with such law.

(ii) AMENDMENT AND RESUBMISSION BY THE NA-
TIVE HAWAIIAN GOVERNMENT.—If the organic
governing documents are resubmitted to the
duly elected officers of the Native Hawaiian
government by the Secretary under clause (i),
the duly elected officers of the Native Hawaiian
government shall—

(I) amend the organic governing documents to
ensure that the documents comply with applica-
ble Federal law; and

(II) resubmit the amended organic governing
documents to the Secretary for certification in
accordance with subparagraphs (B) and (C).

(2) FEDERAL RECOGNITION.—
(A) RECOGNITION.—Notwithstanding any

other provision of law, upon the election of the
officers of the Native Hawaiian government and
the certifications (or deemed certifications) by
the Secretary authorized in paragraph (1), Fed-
eral recognition is hereby extended to the Native
Hawaiian government as the representative gov-
erning body of the Native Hawaiian people.

(B) NO DIMINISHMENT OF RIGHTS OR PRIVI-
LEGES.—Nothing contained in this Act shall di-
minish, alter, or amend any existing rights or
privileges enjoyed by the Native Hawaiian peo-
ple which are not inconsistent with the provi-
sions of this Act.
SEC. 8. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated such
sums as may be necessary to carry out the ac-
tivities authorized in this Act.
SEC. 9. REAFFIRMATION OF DELEGATION OF FED-

ERAL AUTHORITY; NEGOTIATIONS.
(a) REAFFIRMATION.—The delegation by the

United States of authority to the State of Ha-
waii to address the conditions of Native Hawai-
ians contained in the Act entitled ‘‘An Act to
provide for the admission of the State of Hawaii
into the Union’’ approved March 18, 1959 (Pub-
lic Law 86–3; 73 Stat. 5) is hereby reaffirmed.

(b) NEGOTIATIONS.—Upon the Federal recogni-
tion of the Native Hawaiian government pursu-
ant to section 7(d)(2) of this Act, the United
States is authorized to negotiate and enter into
an agreement with the State of Hawaii and the
Native Hawaiian government regarding the
transfer of lands, resources, and assets dedi-
cated to Native Hawaiian use under existing
law as in effect on the date of the enactment of
this Act to the Native Hawaiian government.
SEC. 10. DISCLAIMER.

Nothing in this Act is intended to serve as a
settlement of any claims against the United
States, or to affect the rights of the Native Ha-
waiian people under international law.
SEC. 11. REGULATIONS.

The Secretary is authorized to make such
rules and regulations and such delegations of
authority as the Secretary deems necessary to
carry out the provisions of this Act.
SEC. 12. SEVERABILITY.

In the event that any section or provision of
this Act, or any amendment made by this Act is
held invalid, it is the intent of Congress that the
remaining sections or provisions of this Act, and
the amendments made by this Act, shall con-
tinue in full force and effect.

Section 124 includes a technical correction
to allow the use of National Park Service
funds for the acquisition of lands near
Saddleback Mountain, Maine for inclusion in
the Appalachian National Scenic Trail.

Section 125 incorporates by reference the
text of the bill S. 2273, the Black Rock
Desert-High Rock Canyon Emigrant Trails
National Conservation Area Act of 2000, as
passed by the United States Senate on Octo-
ber 5, 2000. The text of S. 2273 is as follows:

AN ACT To establish the Black Rock Desert-
High Rock Canyon Emigrant Trails Na-
tional Conservation Area, and for other
purposes.

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Black Rock
Desert-High Rock Canyon Emigrant Trails Na-
tional Conservation Area Act of 2000’’.
SEC. 2. FINDINGS.

The Congress finds the following:
(1) The areas of northwestern Nevada known

as the Black Rock Desert and High Rock Can-
yon contain and surround the last nationally
significant, untouched segments of the historic
California emigrant Trails, including wagon
ruts, historic inscriptions, and a wilderness
landscape largely unchanged since the days of
the pioneers.

(2) The relative absence of development in the
Black Rock Desert and high Rock Canyon areas
from emigrant times to the present day offers a
unique opportunity to capture the terrain,
sights, and conditions of the overland trails as
they were experienced by the emigrants and to
make available to both present and future gen-

erations of Americans the opportunity of experi-
encing emigrant conditions in an unaltered set-
ting.

(3) The Black Rock Desert and High Rock
Canyon areas are unique segments of the North-
ern Great Basin and contain broad representa-
tion of the Great Basin’s land forms and plant
and animal species, including golden eagles and
other birds of prey, sage grouse, mule deer,
pronghorn antelope, bighorn sheep, free roam-
ing horses and burros, threatened fish and sen-
sitive plants.

(4) The Black Rock-High Rock region contains
a number of cultural and natural resources that
have been declared eligible for National Historic
Landmark and Natural Landmark status, in-
cluding a portion of the 1843–44 John Charles
Fremont exploration route, the site of the death
of Peter Lassen, early military facilities, and ex-
amples of early homesteading and mining.

(5) The archeological, paleontological, and
geographical resources of the Black Rock-High
Rock region include numerous prehistoric and
historic Native American sites, wooly mammoth
sites, some of the largest natural potholes of
North America, and a remnant dry Pleistocene
lakebed (playa) where the curvature of the
Earth may be observed.

(6) The two large wilderness mosaics that
frame the conservation area offer exceptional
opportunities for solitude and serve to protect
the integrity of the viewshed of the historic emi-
grant trails.

(7) Public lands in the conservation area have
been used for domestic livestock grazing for over
a century, with resultant benefits to community
stability and contributions to the local and
State economies. It has not been demonstrated
that continuation of this use would be incom-
patible with appropriate protection and sound
management of the resource values of these
lands; therefore, it is expected that such grazing
will continue in accordance with the manage-
ment plan for the conservation area and other
applicable laws and regulations.

(8) The Black Rock Desert playa is a unique
natural resource that serves as the primary des-
tination for the majority of visitors to the con-
servation area, including visitors associated
with large-scale permitted events. It is expected
that such permitted events will continue to be
administered in accordance with the manage-
ment plan for the conservation area and other
applicable laws and regulations.
SEC. 3. DEFINITIONS.

As used in this Act:
(1) The term ‘‘Secretary’’ means the Secretary

of the Interior.
(2) The term ‘‘public lands’’ has the meaning

stated in section 103(e) of the Federal Land Pol-
icy and Management Act of 1976 (43 U.S.C.
1702(e)).

(3) The term ‘‘conservation area’’ means the
Black Rock Desert-High Rock Canyon Emigrant
Trails National Conservation Area established
pursuant to section 4 of this Act.
SEC. 4. ESTABLISHMENT OF THE CONSERVATION

AREA.
(a) ESTABLISHMENT AND PURPOSES.—In order

to conserve, protect, and enhance for the benefit
and enjoyment of present and future genera-
tions the unique and nationally important his-
torical, cultural, paleontological, scenic, sci-
entific, biological, educational, wildlife, ripar-
ian, wilderness, endangered species, and rec-
reational values and resources associated with
the Applegate-Lassen and Nobles Trails cor-
ridors and surrounding areas, there is hereby
established the Black Rock Desert-High Rock
Canyon Emigrant Trails National Conservation
Area in the State of Nevada.

(b) AREAS INCLUDED.—The conservation area
shall consist of approximately 797,100 acres of
public lands as generally depicted on the map
entitled ‘‘Black Rock Desert Emigrant Trail Na-
tional Conservation Area’’ and dated July 19,
2000.
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(c) MAPS AND LEGAL DESCRIPTION.—As soon

as practicable after the date of the enactment of
this Act, the Secretary shall submit to Congress
a map and legal description of the conservation
area. The map and legal description shall have
the same force and effect as if included in this
Act, except the Secretary may correct clerical
and typographical errors in such map and legal
description. Copies of the map and legal descrip-
tion shall be on file and available for public in-
spection in the appropriate offices of the Bureau
of Land Management.
SEC. 5. MANAGEMENT.

(a) MANAGEMENT.—The Secretary, acting
through the Bureau of Land Management, shall
manage the conservation area in a manner that
conserves, protects and enhances its resources
and values, including those resources and val-
ues specified in subsection 4(a), in accordance
with this Act, the Federal Land Policy and
Management Act of 1976 (43 U.S.C. 1701 et seq.),
and other applicable provisions of law.

(b) ACCESS.—
(1) IN GENERAL.—The Secretary shall maintain

adequate access for the reasonable use and en-
joyment of the conservation area.

(2) PRIVATE LAND.—The Secretary shall pro-
vide reasonable access to privately owned land
or interests in land within the boundaries of the
conservation area.

(3) EXISTING PUBLIC ROADS.—The Secretary is
authorized to maintain existing public access
within the boundaries of the conservation area
in a manner consistent with the purposes for
which the conservation area was established.

(c) USES.—
(1) IN GENERAL.—The Secretary shall only

allow such uses of the conservation area as the
Secretary finds will further the purposes for
which the conservation area is established.

(2) OFF-HIGHWAY VEHICLE USE.—Except where
needed for administrative purposes or to respond
to an emergency, use of motorized vehicles in
the conservation area shall be permitted only on
roads and trails and in other areas designated
for use of motorized vehicles as part of the man-
agement plan prepared pursuant to subsection
(e).

(3) PERMITTED EVENTS.—The Secretary may
continue to permit large-scale events in defined,
low impact areas of the Black Rock Desert
playa in the conservation area in accordance
with the management plan prepared pursuant
to subsection (e).

(d) HUNTING, TRAPPING, AND FISHING.—Noth-
ing in this Act shall be deemed to diminish the
jurisdiction of the State of Nevada with respect
to fish and wildlife management, including reg-
ulation of hunting and fishing, on public lands
within the conservation area.

(e) MANAGEMENT PLAN.—Within three years
following the date of enactment of this Act, the
Secretary shall develop a comprehensive re-
source management plan for the long-term pro-
tection and management of the conservation
area. The plan shall be developed with full pub-
lic participation and shall describe the appro-
priate uses and management of the conservation
area consistent with the provisions of this Act.
The plan may incorporate appropriate decisions
contained in any current management or activ-
ity plan for the area and may use information
developed in previous studies of the lands with-
in or adjacent to the conservation area.

(f) GRAZING.—Where the Secretary of the Inte-
rior currently permits livestock grazing in the
conservation area, such grazing shall be allowed
to continue subject to all applicable laws, regu-
lations, and executive orders.

(g) VISITOR SERVICE FACILITIES.—The Sec-
retary is authorized to establish, in cooperation
with other public or private entities as the Sec-
retary may deem appropriate, visitor service fa-
cilities for the purpose of providing information
about the historical, cultural, ecological, rec-
reational, and other resources of the conserva-
tion area.

SEC. 6. WITHDRAWAL.
(a) IN GENERAL.—Subject to valid existing

rights, all Federal lands within the conservation
area and all lands and interests therein which
are hereafter acquired by the United States are
hereby withdrawn from all forms of entry, ap-
propriation, or disposal under the public land
laws, from location, entry, and patent under the
mining laws, from operation of the mineral leas-
ing and geothermal leasing laws and from the
minerals materials laws and all amendments
thereto.
SEC. 7. NO BUFFER ZONES.

The Congress does not intend for the estab-
lishment of the conservation area to lead to the
creation of protective perimeters or buffer zones
around the conservation area. The fact that
there may be activities or uses on lands outside
the conservation area that would not be per-
mitted in the conservation area shall not pre-
clude such activities or uses on such lands up to
the boundary of the conservation area con-
sistent with other applicable laws.
SEC. 8. WILDERNESS.

(a) DESIGNATION.—In furtherance of the pur-
poses of the Wilderness Act of 1964 (16 U.S.C.
1131 et seq.), the following lands in the State of
Nevada are designated as wilderness, and,
therefore, as components of the National Wilder-
ness Preservation System:

(1) Certain lands in the Black Rock Desert
Wilderness Study Area comprised of approxi-
mately 315,700 acres, as generally depicted on a
map entitled ‘‘Black Rock Desert Wilderness—
Proposed’’ and dated July 19, 2000, and which
shall be known as the Black Rock Desert Wil-
derness.

(2) Certain lands in the Pahute Peak Wilder-
ness Study Area comprised of approximately
57,400 acres, as generally depicted on a map en-
titled ‘‘Pahute Peak Wilderness—Proposed’’ and
dated July 19, 2000, and which shall be known
as the Pahute Peak Wilderness.

(3) Certain lands in the North Black Rock
Range Wilderness Study Area comprised of ap-
proximately 30,800 acres, as generally depicted
on a map entitled ‘‘North Black Rock Range
Wilderness—Proposed’’ and dated July 19, 2000,
and which shall be known as the North Black
Rock Range Wilderness.

(4) Certain lands in the East Fork High Rock
Canyon Wilderness Study Area comprised of ap-
proximately 52,800 acres, as generally depicted
on a map entitled ‘‘East Fork High Rock Can-
yon Wilderness—Proposed’’ and dated July 19,
2000, and which shall be known as the East
Fork High Rock Canyon Wilderness.

(5) Certain lands in the High Rock Lake Wil-
derness Study Area comprised of approximately
59,300 acres, as generally depicted on a map en-
titled ‘‘High Rock Lake Wilderness—Proposed’’
and dated July 19, 2000, and which shall be
known as the High Rock Lake Wilderness.

(6) Certain lands in the Little High Rock Can-
yon Wilderness Study Area comprised of ap-
proximately 48,700 acres, as generally depicted
on a map entitled ‘‘Little High Rock Canyon
Wilderness—Proposed’’ and dated July 19, 2000,
and which shall be known as the Little High
Rock Canyon Wilderness.

(7) Certain lands in the High Rock Canyon
Wilderness Study Area and Yellow Rock Can-
yon Wilderness Study Area comprised of ap-
proximately 46,600 acres, as generally depicted
on a map entitled ‘‘High Rock Canyon Wilder-
ness—Proposed’’ and dated July 19, 2000, and
which shall be known as the High Rock Canyon
Wilderness.

(8) Certain lands in the Calico Mountains
Wilderness Study Area comprised of approxi-
mately 65,400 acres, as generally depicted on a
map entitled ‘‘Calico Mountains Wilderness—
Proposed’’ and dated July 19, 2000, and which
shall be known as the Calico Mountains Wilder-
ness.

(9) Certain lands in the South Jackson Moun-
tains Wilderness Study Area comprised of ap-

proximately 56,800 acres, as generally depicted
on a map entitled ‘‘South Jackson Mountains
Wilderness—Proposed’’ and dated July 19, 2000,
and which shall be known as the South Jackson
Mountains Wilderness.

(10) Certain lands in the North Jackson
Mountains Wilderness Study Area comprised of
approximately 24,000 acres, as generally de-
picted on a map entitled ‘‘North Jackson Moun-
tains Wilderness—Proposed’’ and dated July 19,
2000, and which shall be known as the North
Jackson Mountains Wilderness.

(b) ADMINISTRATION OF WILDERNESS AREAS.—
Subject to valid existing rights, each wilderness
area designated by this Act shall be adminis-
tered by the Secretary in accordance with the
provisions of the Wilderness Act, except that
any reference in such provisions to the effective
date of the Wilderness Act shall be deemed to be
a reference to the date of enactment of this Act
and any reference to the Secretary of Agri-
culture shall be deemed to be a reference to the
Secretary of the Interior.

(c) MAPS AND LEGAL DESCRIPTION.—As soon
as practicable after the date of the enactment of
this Act, the Secretary shall submit to Congress
a map and legal description of the wilderness
areas designated under this Act. The map and
legal description shall have the same force and
effect as if included in this Act, except the Sec-
retary may correct clerical and typographical
errors in such map and legal description. Copies
of the map and legal description shall be on file
and available for public inspection in the appro-
priate offices of the Bureau of Land Manage-
ment.

(d) GRAZING.—Within the wilderness areas
designated under subsection (a), the grazing of
livestock, where established prior to the date of
enactment of this Act, shall be permitted to con-
tinue subject to such reasonable regulations,
policies, and practices as the Secretary deems
necessary, as long as such regulations, policies,
and practices fully conform with and implement
the intent of Congress regarding grazing in such
areas as such intent is expressed in the Wilder-
ness Act and section 101(f) of Public Law 101–
628.
SEC. 9. AUTHORIZATION OF APPROPRIATIONS.

There is hereby authorized to be appropriated
such sums as may be necessary to carry out the
provisions of this Act.

Section 126 increases the annual author-
ized funding level for the Illinois and Michi-
gan Canal National Heritage Corridor Com-
mission from $250,000 to $1,000,000.

Section 127. The bill S. 2885, the James-
town 400th Commemoration Commission Act
of 2000, as passed in the United States Senate
on October 5, 2000, is incorporated by ref-
erence. The text of S. 2885 is as follows:
An Act to establish the Jamestown 400th Com-

memoration Commission, and for other pur-
poses

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Jamestown
400th Commemoration Commission Act of 2000’’.
SEC. 2. FINDINGS AND PURPOSE.

(a) FINDINGS.—Congress finds that—
(1) the founding of the colony at Jamestown,

Virginia in 1607, the first permanent English
colony in the New World, and the capital of Vir-
ginia for 92 years, has major significance in the
history of the United States;

(2) the settlement brought people from
throughout the Atlantic Basin together to form
a multicultural society, including English, other
Europeans, Native Americans, and Africans;

(3) the economic, political, religious, and so-
cial institutions that developed during the first
9 decades of the existence of Jamestown con-
tinue to have profound effects on the United
States, particularly in English common law and
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language, cross cultural relationships, and eco-
nomic structure and status;

(4) the National Park Service, the Association
for the Preservation of Virginia Antiquities, and
the Jamestown-Yorktown Foundation of the
Commonwealth of Virginia collectively own and
operate significant resources related to the early
history of Jamestown; and

(5) in 1996—
(A) the Commonwealth of Virginia designated

the Jamestown-Yorktown Foundation as the
State agency responsible for planning and im-
plementing the Commonwealth’s portion of the
commemoration of the 400th anniversary of the
founding of the Jamestown settlement;

(B) the Foundation created the Celebration
2007 Steering Committee, known as the James-
town 2007 Steering Committee; and

(C) planning for the commemoration began.
(b) PURPOSE.—The purpose of this Act is to es-

tablish the Jamestown 400th Commemoration
Commission to—

(1) ensure a suitable national observance of
the Jamestown 2007 anniversary by comple-
menting the programs and activities of the Com-
monwealth of Virginia;

(2) cooperate with and assist the programs
and activities of the State in observance of the
Jamestown 2007 anniversary;

(3) assist in ensuring that Jamestown 2007 ob-
servances provide an excellent visitor experience
and beneficial interaction between visitors and
the natural and cultural resources of the James-
town sites;

(4) assist in ensuring that the Jamestown 2007
observances are inclusive and appropriately rec-
ognize the experiences of all people present in
17th century Jamestown;

(5) provide assistance to the development of
Jamestown-related programs and activities;

(6) facilitate international involvement in the
Jamestown 2007 observances;

(7) support and facilitate marketing efforts for
a commemorative coin, stamp, and related ac-
tivities for the Jamestown 2007 observances; and

(8) assist in the appropriate development of
heritage tourism and economic benefits to the
United States.
SEC. 3. DEFINITIONS.

In this Act:
(1) COMMEMORATION.—The term ‘‘commemora-

tion’’ means the commemoration of the 400th an-
niversary of the founding of the Jamestown set-
tlement.

(2) COMMISSION.—The term ‘‘Commission’’
means the Jamestown 400th Commemoration
Commission established by section 4(a).

(3) GOVERNOR.—The term ‘‘Governor’’ means
the Governor of Virginia.

(4) SECRETARY.—The term ‘‘Secretary’’ means
the Secretary of the Interior.

(5) STATE.—The term ‘‘State’’ means the Com-
monwealth of Virginia, including agencies and
entities of the Commonwealth.
SEC. 4. JAMESTOWN 400TH COMMEMORATION

COMMISSION.
(a) IN GENERAL.—There is established a com-

mission to be known as the ‘‘Jamestown 400th
Commemoration Commission’’.

(b) MEMBERSHIP.—
(1) IN GENERAL.—The Commission shall be

composed of 15 members, of whom—
(A) 4 members shall be appointed by the Sec-

retary, taking into consideration the rec-
ommendations of the Chairperson of the James-
town 2007 Steering Committee;

(B) 4 members shall be appointed by the Sec-
retary, taking into consideration the rec-
ommendations of the Governor;

(C) 2 members shall be employees of the Na-
tional Park Service, of which—

(i) 1 shall be the Director of the National Park
Service (or a designee); and

(ii) 1 shall be an employee of the National
Park Service having experience relevant to the
commemoration, to be appointed by the Sec-
retary; and

(D) 5 members shall be individuals that have
an interest in, support for, and expertise appro-
priate to, the commemoration, to be appointed
by the Secretary.

(2) TERM; VACANCIES.—
(A) TERM.—A member of the Commission shall

be appointed for the life of the Commission.
(B) VACANCIES.—
(i) IN GENERAL.—A vacancy on the Commis-

sion shall be filled in the same manner in which
the original appointment was made.

(ii) PARTIAL TERM.—A member appointed to
fill a vacancy on the Commission shall serve for
the remainder of the term for which the prede-
cessor of the member was appointed.

(3) MEETINGS.—
(A) IN GENERAL.—The Commission shall

meet—
(i) at least twice each year; or
(ii) at the call of the Chairperson or the ma-

jority of the members of the Commission.
(B) INITIAL MEETING.—Not later than 30 days

after the date on which all members of the Com-
mission have been appointed, the Commission
shall hold the initial meeting of the Commission.

(4) VOTING.—
(A) IN GENERAL.—The Commission shall act

only on an affirmative vote of a majority of the
members of the Commission.

(B) QUORUM.—A majority of the Commission
shall constitute a quorum.

(5) CHAIRPERSON.—The Secretary shall ap-
point a Chairperson of the Commission, taking
into consideration any recommendations of the
Governor.

(c) DUTIES.—
(1) IN GENERAL.—The Commission shall—
(A) plan, develop, and execute programs and

activities appropriate to commemorate the 400th
anniversary of the founding of Jamestown;

(B) generally facilitate Jamestown-related ac-
tivities throughout the United States;

(C) encourage civic, patriotic, historical, edu-
cational, religious, economic, and other organi-
zations throughout the United States to orga-
nize and participate in anniversary activities to
expand the understanding and appreciation of
the significance of the founding and early his-
tory of Jamestown;

(D) coordinate and facilitate for the public
scholarly research on, publication about, and
interpretation of, Jamestown; and

(E) ensure that the 400th anniversary of
Jamestown provides a lasting legacy and long-
term public benefit by assisting in the develop-
ment of appropriate programs and facilities.

(2) PLANS; REPORTS.—
(A) STRATEGIC PLAN; ANNUAL PERFORMANCE

PLANS.—In accordance with the Government
Performance and Results Act of 1993 (Public
Law 103–62; 107 Stat. 285), the Commission shall
prepare a strategic plan and annual perform-
ance plans for the activities of the Commission
carried out under this Act.

(B) FINAL REPORT.—Not later than September
30, 2008, the Commission shall complete a final
report that contains—

(i) a summary of the activities of the Commis-
sion;

(ii) a final accounting of funds received and
expended by the Commission; and

(iii) the findings and recommendations of the
Commission.

(d) POWERS OF THE COMMISSION.—The Com-
mission may—

(1) accept donations and make dispersions of
money, personal services, and real and personal
property related to Jamestown and of the sig-
nificance of Jamestown in the history of the
United States;

(2) appoint such advisory committees as the
Commission determines to be necessary to carry
out this Act;

(3) authorize any member or employee of the
Commission to take any action that the Commis-
sion is authorized to take by this Act;

(4) procure supplies, services, and property,
and make or enter into contracts, leases or other

legal agreements, to carry out this Act (except
that any contracts, leases or other legal agree-
ments made or entered into by the Commission
shall not extend beyond the date of termination
of the Commission);

(5) use the United States mails in the same
manner and under the same conditions as other
Federal agencies;

(6) subject to approval by the Commission,
make grants in amounts not to exceed $10,000 to
communities and nonprofit organizations to de-
velop programs to assist in the commemoration;

(7) make grants to research and scholarly or-
ganizations to research, publish, or distribute
information relating to the early history of
Jamestown; and

(8) provide technical assistance to States, lo-
calities, and nonprofit organizations to further
the commemoration.

(e) COMMISSION PERSONNEL MATTERS.—
(1) COMPENSATION OF MEMBERS OF THE COM-

MISSION.—
(A) IN GENERAL.—Except as provided in sub-

paragraph (B), a member of the Commission
shall serve without compensation.

(B) FEDERAL EMPLOYEES.—A member of the
Commission who is an officer or employee of the
Federal Government shall serve without com-
pensation in addition to the compensation re-
ceived for the services of the member as an offi-
cer or employee of the Federal Government.

(C) TRAVEL EXPENSES.—A member of the Com-
mission shall be allowed travel expenses, includ-
ing per diem in lieu of subsistence, at rates au-
thorized for an employee of an agency under
subchapter I of chapter 57 of title 5, United
States Code, while away from the home or reg-
ular place of business of the member in the per-
formance of the duties of the Commission.

(2) STAFF.—
(A) IN GENERAL.—The Chairperson of the

Commission may, without regard to the civil
service laws (including regulations), appoint
and terminate an executive director and such
other additional personnel as are necessary to
enable the Commission to perform the duties of
the Commission.

(B) CONFIRMATION OF EXECUTIVE DIRECTOR.—
The employment of an executive director shall
be subject to confirmation by the Commission.

(3) COMPENSATION.—
(A) IN GENERAL.—Except as provided in sub-

paragraph (B), the Chairperson of the Commis-
sion may fix the compensation of the executive
director and other personnel without regard to
the provisions of chapter 51 and subchapter III
of chapter 53 of title 5, United States Code, re-
lating to classification of positions and General
Schedule pay rates.

(B) MAXIMUM RATE OF PAY.—The rate of pay
for the executive director and other personnel
shall not exceed the rate payable for level V of
the Executive Schedule under section 5316 of
title 5, United States Code.

(4) DETAIL OF GOVERNMENT EMPLOYEES.—
(A) FEDERAL EMPLOYEES.—
(i) IN GENERAL.—On the request of the Com-

mission, the head of any Federal agency may
detail, on a reimbursable or non-reimbursable
basis, any of the personnel of the agency to the
Commission to assist the Commission in carrying
out the duties of the Commission under this Act.

(ii) CIVIL SERVICE STATUS.—The detail of an
employee under clause (i) shall be without inter-
ruption or loss of civil service status or privilege.

(B) STATE EMPLOYEES.—The Commission
may—

(i) accept the services of personnel detailed
from States (including subdivisions of States);
and

(ii) reimburse States for services of detailed
personnel.

(5) VOLUNTEER AND UNCOMPENSATED SERV-
ICES.—Notwithstanding section 1342 of title 31,
United States Code, the Commission may accept
and use voluntary and uncompensated services
as the Commission determines necessary.
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(6) SUPPORT SERVICES.—The Director of the

National Park Service shall provide to the Com-
mission, on a reimbursable basis, such adminis-
trative support services as the Commission may
request.

(f) PROCUREMENT OF TEMPORARY AND INTER-
MITTENT SERVICES.—The Chairperson of the
Commission may procure temporary and inter-
mittent services in accordance with section
3109(b) of title 5, United States Code, at rates for
individuals that do not exceed the daily equiva-
lent of the annual rate of basic pay prescribed
for level V of the Executive Schedule under sec-
tion 5316 of that title.

(g) FACA NONAPPLICABILITY.—Section 14(b)
of the Federal Advisory Committee Act (5 U.S.C.
App.) shall not apply to the Commission.

(h) NO EFFECT ON AUTHORITY.—Nothing in
this section supersedes the authority of the
State, the National Park Service, or the Associa-
tion for the Preservation of Virginia Antiquities,
concerning the commemoration.

(i) TERMINATION.—The Commission shall ter-
minate on December 31, 2008.
SEC. 5. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated such
sums as are necessary to carry out this Act.

Section 128 provides guidance to the Na-
tional Park Service on restricting the use of
snowmobiles in units of the National Park
System.

Section 129 extends an agreement, through
March 31, 2001, dealing with seven campsite
leases in the Biscayne Bay, Miami/Dade
County area of Florida, collectively known
as ‘‘Stiltsville’’.

Section 130 authorizes a grant of $1.3 mil-
lion for the National Park Service to acquire
land in Lower Phalen Creek near St. Paul,
Minnesota for the Mississippi National River
and Recreation Area. The land is for a trail
that is being named after the late Congress-
man Bruce Vento.

Section 131 authorizes the transfer of funds
to the George Washington’s Fredericksburg
Foundation, Inc. for a cooperative agreement
to manage Ferry Farm, which was George
Washington’s boyhood home.

Section 132 prohibits the Secretary of the
Interior from using funds to pay the salaries
or expenses related to the issuance of a re-
quest for proposal related to a light rail sys-
tem at Grand Canyon National Park until
June 1, 2001. In addition, the Secretary is di-
rected to report directly to the Committee
prior to any additional action regarding a re-
quest for proposal on alternative transpor-
tation options for the park. These options
should include a phase-in period based on
newly updated visitation numbers. The re-
port should also address using a bus/transit
option only during high peak visitation
months. Alternatives to be analyzed and
costed in the report include: (1) an alter-
native fueled bus alternative with parking
outside the park; (2) a rapid transit alter-
native and (3) a combination bus/rapid tran-
sit alternative.

Section 133 prohibits the Secretary of the
Interior from removing a white cross erected
in 1934 by the Veterans of Foreign Wars to
honor the memory of fallen World War I vet-
erans. The cross is located within the bound-
ary of the Mojave National Preserve along
Cima Road, approximately 11 miles south of
Interstate 15.

Section 134 extends the term of the Chesa-
peake and Ohio Canal National Historical
Park Commission.

Section 135 allows funds provided in Public
Law 106–291 for land acquisition by the Na-
tional Park Service in fiscal year 2001 for
Brandywine Battlefield, Ice Age National
Scenic Trail, Mississippi National River and
Recreation Area, Shenandoah National Her-
itage Area, and Fallen Timbers Battlefield
and Fort Miamis National Historic Site to be

used for a grant to a state, local government,
or to a land management entity.

Section 137 extends the boundary of Gulf
Islands National Seashore in Mississippi to
include Cat Island.

Section 138. The conference agreement in-
cludes a new provision regarding limitations
on Federal Thrift Savings Plan contribu-
tions.

Section 139. The conference agreement in-
cludes a new provision regarding the exclu-
sion of elements of the United States Secret
Service from certain activities.

Section 140. The conference agreement in-
cludes a new provision providing for an aver-
age 3.7 percent salary adjustment for Federal
employees in January, 2001, consistent with
the alternative pay plan submitted by the
Administration on November 30, 2000.

Section 141. The conference agreement in-
cludes a new provision repealing mandatory
retirement for the Alaska Railroad.

Section 142. The conference agreement in-
cludes a provision amending the Juvenile
Justice and Delinquency Prevention Act to
allow a two year exception for the State of
Alaska with respect to the holding of juve-
niles in adult facilities.

Section 143. The conference agreement
contains the ‘‘LPTV Pilot Project Digital
Data Services Act’’.

Section 144. The conference agreement in-
cludes a provision to amend the following:
the Magnuson-Stevens Fishery Conservation
and Management Act; P.L. 106–246; P.L. 105–
83; P.L. 99–5; P.L. 106–113 regarding a fishery
research vessel; the implementation of a
fishing capacity reduction program for the
Commercial King and Tanner Crab Fisheries
in the Bering Sea and Aleutian Islands; P.L.
89–702 to be referred to as the Fur Seal Act
of 1966; the National Marine Sanctuaries Act
(16 U.S.C. 1433, 1434); and the Sustainable
Fisheries Act (16 U.S.C. 1855 note).

Section 145. The conference agreement in-
cludes language amending the Department of
State Special Agents Retirment Act of 1998
to allow agents who retired between January
1, 1997, and the enactment of the Act on No-
vember 13, 1998, to also be eligible for the in-
creased benefits provided by the Act.

Section 146. The conference agreement in-
cludes a provision expressing the sense of
Congress calling upon the President of the
United States to take action to provide relief
from injury caused by steel imports.

Section 147. The conference agreement in-
cludes a provision amending the Johnson Act
to prohibit gambling on peri-Hawaiian
cruises.

Section 148. The conference agreement in-
cludes language to ban political advertising
by public broadcasters.

Section 149. The conference agreement in-
cludes language extending a certain small
business program, which would otherwise ex-
pire.

Section 150. The conference agreement in-
cludes $105,000,000 in direct spending to the
Department of Health and Human Services
for the Ricky Ray Hemophilia Relief Fund,
of which $10,000,000 is for program manage-
ment.

Section 151. The conference agreement in-
cludes $60,400,000 in direct spending to the
Department of Labor for costs related to ad-
ministering the Energy Employees Occupa-
tional Illness Compensation Program en-
acted as Title XXXVI of the Defense Author-
ization Act of 2000. This program was estab-
lished to compensate individuals who have
suffered disabling and potentially fatal ill-
nesses as a result of their work in the De-
partment of Energy’s nuclear weapons com-
plex. The Secretary of Labor is authorized to
transfer these funds to other federal agencies
to the extent necessary to implement the
Energy Employees Occupational Illness
Compensation Act.

Section 152. The conference agreement in-
cludes a provision to make certain technical
and conforming amendments to the Medi-
care/PPS law to allow the Moffit Cancer Re-
search and Treatment Center to be treated
under existing law the same as the other ten
Medicare/PPS exempt institutions in the
United States.

The conference agreement includes lan-
guage which provides that the Secretary of
the Army may establish a pilot program to
provide environmental assistance to non-
Federal interests in northern Wisconsin.

TITLE II—VIETNAM EDUCATION
FOUNDATION ACT OF 2000

This title enacts a bill to establish a Viet-
nam Education Foundation, to provide fel-
lowships for Vietnamese to study in the
United States at the graduate and post-grad-
uate level in the sciences, math, and medi-
cine. It would also support American profes-
sors to teach these subjects in appropriate
Vietnamese institutions. The bill authorizes
an appropriation of $5,000,000 in fiscal year
2001. Beginning in FY2002, the Secretary of
the Treasury would transfer $5,000,000 annu-
ally to the Foundation from debt repay-
ments that Vietnam has agreed to make to
the United States in settlement of debt in-
curred prior to 1976 by the Republic of South
Vietnam. The Foundation can also solicit
and accept private funds.
TITLE III—COLORADO UTE SETTLEMENT

ACT AMENDMENTS OF 2000
The conference agreement includes the

text of S. 2508, the Colorado Ute Settlement
Act Amendments of 2000.
TITLE IV—DESIGNATION OF AMERICAN

MUSEUM OF SCIENCE AND ENERGY
The conference agreement includes lan-

guage which will permit the American Mu-
seum of Science and Energy located in Oak
Ridge, Tennessee, to accept and use dona-
tions, fees, and gifts to offset the cost of op-
erating the facility.
TITLE V—DELTA REGIONAL AUTHORITY

ACT OF 2000
The conference agreement includes lan-

guage which authorizes the Delta Regional
Authority.
TITLE VI—DAKOTA WATER RESOURCES

ACT OF 2000
The conference agreement includes the

text of S. 623, the Dakota Water Resources
Act of 2000.

TITLE VII
The conference agreement includes an Act

authorizing the construction of a Reconcili-
ation Place in Fort Pierre, South Dakota.
TITLE VIII—ERIE CANALWAY NATIONAL

HERITAGE CORRIDOR

The conference agreement includes an Act
to designate the Erie Canalway a National
Heritage Corridor.

TITLE IX—LAW ENFORCEMENT PAY
EQUITY ACT

The conference agreement includes a new
provision regarding pay comparability for
the United States Park Police, the Uni-
formed Division of the United States Secret
Service, and the D.C. Metropolitan Police
Department.

TITLE X—DEPARTMENT OF HOUSING
AND URBAN DEVELOPMENT

ADMINISTRATIVE PROVISIONS

Language is included which makes tech-
nical changes to the fiscal year 2000 Appro-
priations Act regarding the Millennial Hous-
ing Commission.

Language is included which codifies the
multiplier the Federal Home Loan Mortgage
Corporation can use for reaching the multi-
family affordable housing goal.
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Language is included to allow the conver-

sion of a HUD rental housing project in To-
ledo, Ohio to condominiums as long as the
housing remains affordable, either as rental
or homeownership housing, to low- and very-
low income families that currently reside in
the apartments.

Language has been included which directs
the General Accounting Office to study and
report on financial standards related to the
Federal Home Loan Bank System.

TITLE XI—DEPARTMENT OF THE
TREASURY

ADMINISTRATIVE PROVISION

Language is included which honors the
Navajo Code Talkers of World War II by au-
thorizing the striking and presentation of a
gold medal of appropriate design to each of
the original 29 Navajo Code Talkers or a sur-
viving family member, striking and presen-
tation of a silver medal to each man or sur-
viving family member qualified as a Navajo
Code Talker, and by further authorizing the
striking of duplicate medals in bronze for
sale to the general public.

TITLE XII—ENVIRONMENTAL
PROTECTION AGENCY

ADMINISTRATIVE PROVISIONS

Language is included authorizing the
aboveground storage tank grant program.

TITLE XIII—NATIONAL AERONAUTICS
AND SPACE ADMINISTRATION

ADMINISTRATIVE PROVISION

Language is included which permits NASA
to use certain proceeds from the sale of tim-
ber on lands associated with the John C.
Stennis Space Center for the purchase of ad-
ditional property to establish education and
visitor programs and facilities, and for wet-
lands mitigation.
TITLE XIV—CERTAIN ALASKAN CRUISE

SHIP OPERATIONS
Language is included which regulates the

discharge of sewage and wastewater from
cruise ships in certain waters in and adja-
cent to the State of Alaska.

TITLE XV—LIFE ACT AMENDMENTS
The conference agreement includes a new

title, titled the LIFE Act Amendments of
2000.

TITLE XVI—IMPROVING LITERACY
THROUGH FAMILY LITERACY PROJECTS

The conference agreement includes the
Literacy Involves Families Together Act of
2000.

TITLE XVII—CHILDREN’S INTERNET
PROTECTION

The conference agreement includes the
Children’s Internet Protection Act of 2000.
COMMODITY FUTURES MODERNIZATION

ACT OF 2000
The conference agreement would enact the

provisions of H.R. 5660, as introduced on De-
cember 14, 2000. The text of that bill follows:
A BILL To reauthorize and amend the Com-

modity Exchange Act to promote legal cer-
tainty, enhance competition, and reduce
systemic risk in markets for futures and
over-the-counter derivatives, and for other
purposes
Be it enacted by the Senate and House of Rep-

resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Commodity Futures Modernization Act of
2000’’.

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:
Sec. 1. Short title; table of contents.
Sec. 2. Purposes.

TITLE I—COMMODITY FUTURES
MODERNIZATION

Sec. 101. Definitions.

Sec. 102. Agreements, contracts, and trans-
actions in foreign currency, gov-
ernment securities, and certain
other commodities.

Sec. 103. Legal certainty for excluded derivative
transactions.

Sec. 104. Excluded electronic trading facilities.
Sec. 105. Hybrid instruments; swap trans-

actions.
Sec. 106. Transactions in exempt commodities.
Sec. 107. Application of commodity futures

laws.
Sec. 108. Protection of the public interest.
Sec. 109. Prohibited transactions.
Sec. 110. Designation of boards of trade as con-

tract markets.
Sec. 111. Derivatives transaction execution fa-

cilities.
Sec. 112. Derivatives clearing.
Sec. 113. Common provisions applicable to reg-

istered entities.
Sec. 114. Exempt boards of trade.
Sec. 115. Suspension or revocation of designa-

tion as contract market.
Sec. 116. Authorization of appropriations.
Sec. 117. Preemption.
Sec. 118. Predispute resolution agreements for

institutional customers.
Sec. 119. Consideration of costs and benefits

and antitrust laws.
Sec. 120. Contract enforcement between eligible

counterparties.
Sec. 121. Special procedures to encourage and

facilitate bona fide hedging by ag-
ricultural producers.

Sec. 122. Rule of construction.
Sec. 123. Technical and conforming amend-

ments.
Sec. 124. Privacy.
Sec. 125. Report to Congress.
Sec. 126. International activities of the Com-

modity Futures Trading Commis-
sion.

TITLE II—COORDINATED REGULATION OF
SECURITY FUTURES PRODUCTS

SUBTITLE A—SECURITIES LAW AMENDMENTS

Sec. 201. Definitions under the Securities Ex-
change Act of 1934.

Sec. 202. Regulatory relief for markets trading
security futures products.

Sec. 203. Regulatory relief for intermediaries
trading security futures products.

Sec. 204. Special provisions for interagency co-
operation.

Sec. 205. Maintenance of market integrity for
security futures products.

Sec. 206. Special provisions for the trading of
security futures products.

Sec. 207. Clearance and settlement.
Sec. 208. Amendments relating to registration

and disclosure issues under the
Securities Act of 1933 and the Se-
curities Exchange Act of 1934.

Sec. 209. Amendments to the Investment Com-
pany Act of 1940 and the Invest-
ment Advisers Act of 1940.

Sec. 210. Preemption of State laws.
SUBTITLE B—AMENDMENTS TO THE COMMODITY

EXCHANGE ACT

Sec. 251. Jurisdiction of Securities and Ex-
change Commission; other provi-
sions.

Sec. 252. Application of the Commodity Ex-
change Act to national securities
exchanges and national securities
associations that trade security
futures.

Sec. 253. Notification of investigations and en-
forcement actions.

TITLE III—LEGAL CERTAINTY FOR SWAP
AGREEMENTS

Sec. 301. Swap agreement.
Sec. 302. Amendments to the Securities Act of

1933.
Sec. 303. Amendments to the Securities Ex-

change Act of 1934.
Sec. 304. Savings provision.

TITLE IV—REGULATORY RESPONSIBILITY
FOR BANK PRODUCTS

Sec. 401. Short title.
Sec. 402. Definitions.
Sec. 403. Exclusion of identified banking prod-

ucts commonly offered on or be-
fore December 5, 2000.

Sec. 404. Exclusion of certain identified bank-
ing products offered by banks
after December 5, 2000.

Sec. 405. Exclusion of certain other identified
banking products.

Sec. 406. Administration of the predominance
test.

Sec. 407. Exclusion of covered swap agreements.
Sec. 408. Contract enforcement.
SEC. 2. PURPOSES.

The purposes of this Act are—
(1) to reauthorize the appropriation for the

Commodity Futures Trading Commission;
(2) to streamline and eliminate unnecessary

regulation for the commodity futures exchanges
and other entities regulated under the Com-
modity Exchange Act;

(3) to transform the role of the Commodity Fu-
tures Trading Commission to oversight of the fu-
tures markets;

(4) to provide a statutory and regulatory
framework for allowing the trading of futures
on securities;

(5) to clarify the jurisdiction of the Commodity
Futures Trading Commission over certain retail
foreign exchange transactions and bucket shops
that may not be otherwise regulated;

(6) to promote innovation for futures and de-
rivatives and to reduce systemic risk by enhanc-
ing legal certainty in the markets for certain fu-
tures and derivatives transactions;

(7) to reduce systemic risk and provide greater
stability to markets during times of market dis-
order by allowing the clearing of transactions in
over-the-counter derivatives through appro-
priately regulated clearing organizations; and

(8) to enhance the competitive position of
United States financial institutions and finan-
cial markets.

TITLE I—COMMODITY FUTURES
MODERNIZATION

SEC. 101. DEFINITIONS.
Section 1a of the Commodity Exchange Act (7

U.S.C. 1a) is amended—
(1) by redesignating paragraphs (1) through

(7), (8) through (12), (13) through (15), and (16)
as paragraphs (2) through (8), (16) through (20),
(22) through (24), and (28), respectively;

(2) by inserting before paragraph (2) (as redes-
ignated by paragraph (1)) the following:

‘‘(1) ALTERNATIVE TRADING SYSTEM.—The term
‘alternative trading system’ means an organiza-
tion, association, or group of persons that—

‘‘(A) is registered as a broker or dealer pursu-
ant to section 15(b) of the Securities Exchange
Act of 1934 (except paragraph (11) thereof);

‘‘(B) performs the functions commonly per-
formed by an exchange (as defined in section
3(a)(1) of the Securities Exchange Act of 1934);

‘‘(C) does not—
‘‘(i) set rules governing the conduct of sub-

scribers other than the conduct of such sub-
scribers’ trading on the alternative trading sys-
tem; or

‘‘(ii) discipline subscribers other than by ex-
clusion from trading; and

‘‘(D) is exempt from the definition of the term
‘exchange’ under such section 3(a)(1) by rule or
regulation of the Securities and Exchange Com-
mission on terms that require compliance with
regulations of its trading functions.’’;

(3) by striking paragraph (2) (as redesignated
by paragraph (1)) and inserting the following:

‘‘(2) BOARD OF TRADE.—The term ‘board of
trade’ means any organized exchange or other
trading facility.’’;

(4) by inserting after paragraph (8) (as redes-
ignated by paragraph (1)) the following:

‘‘(9) DERIVATIVES CLEARING ORGANIZATION.—
‘‘(A) IN GENERAL.—The term ‘derivatives

clearing organization’ means a clearinghouse,
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clearing association, clearing corporation, or
similar entity, facility, system, or organization
that, with respect to an agreement, contract, or
transaction—

‘‘(i) enables each party to the agreement, con-
tract, or transaction to substitute, through no-
vation or otherwise, the credit of the derivatives
clearing organization for the credit of the par-
ties;

‘‘(ii) arranges or provides, on a multilateral
basis, for the settlement or netting of obligations
resulting from such agreements, contracts, or
transactions executed by participants in the de-
rivatives clearing organization; or

‘‘(iii) otherwise provides clearing services or
arrangements that mutualize or transfer among
participants in the derivatives clearing organi-
zation the credit risk arising from such agree-
ments, contracts, or transactions executed by
the participants.

‘‘(B) EXCLUSIONS.—The term ‘derivatives
clearing organization’ does not include an enti-
ty, facility, system, or organization solely be-
cause it arranges or provides for—

‘‘(i) settlement, netting, or novation of obliga-
tions resulting from agreements, contracts, or
transactions, on a bilateral basis and without a
central counterparty;

‘‘(ii) settlement or netting of cash payments
through an interbank payment system; or

‘‘(iii) settlement, netting, or novation of obli-
gations resulting from a sale of a commodity in
a transaction in the spot market for the com-
modity.

‘‘(10) ELECTRONIC TRADING FACILITY.—The
term ‘electronic trading facility’ means a trad-
ing facility that—

‘‘(A) operates by means of an electronic or
telecommunications network; and

‘‘(B) maintains an automated audit trail of
bids, offers, and the matching of orders or the
execution of transactions on the facility.

‘‘(11) ELIGIBLE COMMERCIAL ENTITY.—The
term ‘eligible commercial entity’ means, with re-
spect to an agreement, contract or transaction
in a commodity—

‘‘(A) an eligible contract participant described
in clause (i), (ii), (v), (vii), (viii), or (ix) of para-
graph (12)(A) that, in connection with its
business—

‘‘(i) has a demonstrable ability, directly or
through separate contractual arrangements, to
make or take delivery of the underlying com-
modity;

‘‘(ii) incurs risks, in addition to price risk, re-
lated to the commodity; or

‘‘(iii) is a dealer that regularly provides risk
management or hedging services to, or engages
in market-making activities with, the foregoing
entities involving transactions to purchase or
sell the commodity or derivative agreements,
contracts, or transactions in the commodity;

‘‘(B) an eligible contract participant, other
than a natural person or an instrumentality,
department, or agency of a State or local gov-
ernmental entity, that—

‘‘(i) regularly enters into transactions to pur-
chase or sell the commodity or derivative agree-
ments, contracts, or transactions in the com-
modity; and

‘‘(ii) either—
‘‘(I) in the case of a collective investment ve-

hicle whose participants include persons other
than—

‘‘(aa) qualified eligible persons, as defined in
Commission rule 4.7(a) (17 C.F.R. 4.7(a));

‘‘(bb) accredited investors, as defined in Regu-
lation D of the Securities and Exchange Com-
mission under the Securities Act of 1933 (17
C.F.R. 230.501(a)), with total assets of
$2,000,000; or

‘‘(cc) qualified purchasers, as defined in sec-
tion 2(a)(51)(A) of the Investment Company Act
of 1940;
in each case as in effect on the date of the en-
actment of the Commodity Futures Moderniza-
tion Act of 2000, has, or is one of a group of ve-
hicles under common control or management

having in the aggregate, $1,000,000,000 in total
assets; or

‘‘(II) in the case of other persons, has, or is
one of a group of persons under common control
or management having in the aggregate,
$100,000,000 in total assets; or

‘‘(C) such other persons as the Commission
shall determine appropriate and shall designate
by rule, regulation, or order.

‘‘(12) ELIGIBLE CONTRACT PARTICIPANT.—The
term ‘eligible contract participant’ means—

‘‘(A) acting for its own account—
‘‘(i) a financial institution;
‘‘(ii) an insurance company that is regulated

by a State, or that is regulated by a foreign gov-
ernment and is subject to comparable regulation
as determined by the Commission, including a
regulated subsidiary or affiliate of such an in-
surance company;

‘‘(iii) an investment company subject to regu-
lation under the Investment Company Act of
1940 (15 U.S.C. 80a–1 et seq.) or a foreign person
performing a similar role or function subject as
such to foreign regulation (regardless of wheth-
er each investor in the investment company or
the foreign person is itself an eligible contract
participant);

‘‘(iv) a commodity pool that—
‘‘(I) has total assets exceeding $5,000,000; and
‘‘(II) is formed and operated by a person sub-

ject to regulation under this Act or a foreign
person performing a similar role or function sub-
ject as such to foreign regulation (regardless of
whether each investor in the commodity pool or
the foreign person is itself an eligible contract
participant);

‘‘(v) a corporation, partnership, proprietor-
ship, organization, trust, or other entity—

‘‘(I) that has total assets exceeding
$10,000,000;

‘‘(II) the obligations of which under an agree-
ment, contract, or transaction are guaranteed or
otherwise supported by a letter of credit or
keepwell, support, or other agreement by an en-
tity described in subclause (I), in clause (i), (ii),
(iii), (iv), or (vii), or in subparagraph (C); or

‘‘(III) that—
‘‘(aa) has a net worth exceeding $1,000,000;

and
‘‘(bb) enters into an agreement, contract, or

transaction in connection with the conduct of
the entity’s business or to manage the risk asso-
ciated with an asset or liability owned or in-
curred or reasonably likely to be owned or in-
curred by the entity in the conduct of the enti-
ty’s business;

‘‘(vi) an employee benefit plan subject to the
Employee Retirement Income Security Act of
1974 (29 U.S.C. 1001 et seq.), a governmental em-
ployee benefit plan, or a foreign person per-
forming a similar role or function subject as
such to foreign regulation—

‘‘(I) that has total assets exceeding $5,000,000;
or

‘‘(II) the investment decisions of which are
made by—

‘‘(aa) an investment adviser or commodity
trading advisor subject to regulation under the
Investment Advisers Act of 1940 (15 U.S.C. 80b–
1 et seq.) or this Act;

‘‘(bb) a foreign person performing a similar
role or function subject as such to foreign regu-
lation;

‘‘(cc) a financial institution; or
‘‘(dd) an insurance company described in

clause (ii), or a regulated subsidiary or affiliate
of such an insurance company;

‘‘(vii)(I) a governmental entity (including the
United States, a State, or a foreign government)
or political subdivision of a governmental entity;

‘‘(II) a multinational or supranational gov-
ernment entity; or

‘‘(III) an instrumentality, agency, or depart-
ment of an entity described in subclause (I) or
(II);

except that such term does not include an enti-
ty, instrumentality, agency, or department re-

ferred to in subclause (I) or (III) of this clause
unless (aa) the entity, instrumentality, agency,
or department is a person described in clause (i),
(ii), or (iii) of section 1a(11)(A); (bb) the entity,
instrumentality, agency, or department owns
and invests on a discretionary basis $25,000,000
or more in investments; or (cc) the agreement,
contract, or transaction is offered by, and en-
tered into with, an entity that is listed in any of
subclauses (I) through (VI) of section
2(c)(2)(B)(ii);

‘‘(viii)(I) a broker or dealer subject to regula-
tion under the Securities Exchange Act of 1934
(15 U.S.C. 78a et seq.) or a foreign person per-
forming a similar role or function subject as
such to foreign regulation, except that, if the
broker or dealer or foreign person is a natural
person or proprietorship, the broker or dealer or
foreign person shall not be considered to be an
eligible contract participant unless the broker or
dealer or foreign person also meets the require-
ments of clause (v) or (xi);

‘‘(II) an associated person of a registered
broker or dealer concerning the financial or se-
curities activities of which the registered person
makes and keeps records under section 15C(b) or
17(h) of the Securities Exchange Act of 1934 (15
U.S.C. 78o–5(b), 78q(h));

‘‘(III) an investment bank holding company
(as defined in section 17(i) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78q(i));

‘‘(ix) a futures commission merchant subject to
regulation under this Act or a foreign person
performing a similar role or function subject as
such to foreign regulation, except that, if the fu-
tures commission merchant or foreign person is
a natural person or proprietorship, the futures
commission merchant or foreign person shall not
be considered to be an eligible contract partici-
pant unless the futures commission merchant or
foreign person also meets the requirements of
clause (v) or (xi);

‘‘(x) a floor broker or floor trader subject to
regulation under this Act in connection with
any transaction that takes place on or through
the facilities of a registered entity or an exempt
board of trade, or any affiliate thereof, on
which such person regularly trades; or

‘‘(xi) an individual who has total assets in an
amount in excess of—

‘‘(I) $10,000,000; or
‘‘(II) $5,000,000 and who enters into the agree-

ment, contract, or transaction in order to man-
age the risk associated with an asset owned or
liability incurred, or reasonably likely to be
owned or incurred, by the individual;

‘‘(B)(i) a person described in clause (i), (ii),
(iv), (v), (viii), (ix), or (x) of subparagraph (A)
or in subparagraph (C), acting as broker or per-
forming an equivalent agency function on be-
half of another person described in subpara-
graph (A) or (C); or

‘‘(ii) an investment adviser subject to regula-
tion under the Investment Advisers Act of 1940,
a commodity trading advisor subject to regula-
tion under this Act, a foreign person performing
a similar role or function subject as such to for-
eign regulation, or a person described in clause
(i), (ii), (iv), (v), (viii), (ix), or (x) of subpara-
graph (A) or in subparagraph (C), in any such
case acting as investment manager or fiduciary
(but excluding a person acting as broker or per-
forming an equivalent agency function) for an-
other person described in subparagraph (A) or
(C) and who is authorized by such person to
commit such person to the transaction; or

‘‘(C) any other person that the Commission
determines to be eligible in light of the financial
or other qualifications of the person.

‘‘(13) EXCLUDED COMMODITY.—The term ‘ex-
cluded commodity’ means—

‘‘(i) an interest rate, exchange rate, currency,
security, security index, credit risk or measure,
debt or equity instrument, index or measure of
inflation, or other macroeconomic index or
measure;

‘‘(ii) any other rate, differential, index, or
measure of economic or commercial risk, return,
or value that is—
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‘‘(I) not based in substantial part on the value

of a narrow group of commodities not described
in clause (i); or

‘‘(II) based solely on 1 or more commodities
that have no cash market;

‘‘(iii) any economic or commercial index based
on prices, rates, values, or levels that are not
within the control of any party to the relevant
contract, agreement, or transaction; or

‘‘(iv) an occurrence, extent of an occurrence,
or contingency (other than a change in the
price, rate, value, or level of a commodity not
described in clause (i)) that is—

‘‘(I) beyond the control of the parties to the
relevant contract, agreement, or transaction;
and

‘‘(II) associated with a financial, commercial,
or economic consequence.

‘‘(14) EXEMPT COMMODITY.—The term ‘exempt
commodity’ means a commodity that is not an
excluded commodity or an agricultural com-
modity.

‘‘(15) FINANCIAL INSTITUTION.—The term ‘fi-
nancial institution’ means—

‘‘(A) a corporation operating under the fifth
undesignated paragraph of section 25 of the
Federal Reserve Act (12 U.S.C. 603), commonly
known as ‘an agreement corporation’;

‘‘(B) a corporation organized under section
25A of the Federal Reserve Act (12 U.S.C. 611 et
seq.), commonly known as an ‘Edge Act cor-
poration’;

‘‘(C) an institution that is regulated by the
Farm Credit Administration;

‘‘(D) a Federal credit union or State credit
union (as defined in section 101 of the Federal
Credit Union Act (12 U.S.C. 1752));

‘‘(E) a depository institution (as defined in
section 3 of the Federal Deposit Insurance Act
(12 U.S.C. 1813));

‘‘(F) a foreign bank or a branch or agency of
a foreign bank (each as defined in section 1(b)
of the International Banking Act of 1978 (12
U.S.C. 3101(b)));

‘‘(G) any financial holding company (as de-
fined in section 2 of the Bank Holding Company
Act of 1956);

‘‘(H) a trust company; or
‘‘(I) a similarly regulated subsidiary or affil-

iate of an entity described in any of subpara-
graphs (A) through (H).’’;

(5) by inserting after paragraph (20) (as redes-
ignated by paragraph (1)) the following:

‘‘(21) HYBRID INSTRUMENT.—The term ‘hybrid
instrument’ means a security having 1 or more
payments indexed to the value, level, or rate of,
or providing for the delivery of, 1 or more com-
modities.’’;

(6) by striking paragraph (24) (as redesignated
by paragraph (1)) and inserting the following:

‘‘(24) MEMBER OF A CONTRACT MARKET; MEM-
BER OF A DERIVATIVES TRANSACTION EXECUTION
FACILITY.—The term ‘member’ means, with re-
spect to a contract market or derivatives trans-
action execution facility, an individual, associa-
tion, partnership, corporation, or trust—

‘‘(A) owning or holding membership in, or ad-
mitted to membership representation on, the
contract market or derivatives transaction exe-
cution facility; or

‘‘(B) having trading privileges on the contract
market or derivatives transaction execution fa-
cility.

‘‘(25) NARROW-BASED SECURITY INDEX.—
‘‘(A) The term ‘narrow-based security index’

means an index—
‘‘(i) that has 9 or fewer component securities;
‘‘(ii) in which a component security comprises

more than 30 percent of the index’s weighting;
‘‘(iii) in which the 5 highest weighted compo-

nent securities in the aggregate comprise more
than 60 percent of the index’s weighting; or

‘‘(iv) in which the lowest weighted component
securities comprising, in the aggregate, 25 per-
cent of the index’s weighting have an aggregate
dollar value of average daily trading volume of
less than $50,000,000 (or in the case of an index
with 15 or more component securities,

$30,000,000), except that if there are two or more
securities with equal weighting that could be in-
cluded in the calculation of the lowest weighted
component securities comprising, in the aggre-
gate, 25 percent of the index’s weighting, such
securities shall be ranked from lowest to highest
dollar value of average daily trading volume
and shall be included in the calculation based
on their ranking starting with the lowest ranked
security.

‘‘(B) Notwithstanding subparagraph (A), an
index is not a narrow-based security index if—

‘‘(i)(I) it has at least 9 component securities;
‘‘(II) no component security comprises more

than 30 percent of the index’s weighting; and
‘‘(III) each component security is—
‘‘(aa) registered pursuant to section 12 of the

Securities Exchange Act of 1934;
‘‘(bb) 1 of 750 securities with the largest mar-

ket capitalization; and
‘‘(cc) 1 of 675 securities with the largest dollar

value of average daily trading volume;
‘‘(ii) a board of trade was designated as a con-

tract market by the Commodity Futures Trading
Commission with respect to a contract of sale for
future delivery on the index, before the date of
enactment of the Commodity Futures Mod-
ernization Act of 2000;

‘‘(iii)(I) a contract of sale for future delivery
on the index traded on a designated contract
market or registered derivatives transaction exe-
cution facility for at least 30 days as a contract
of sale for future delivery on an index that was
not a narrow-based security index; and

‘‘(II) it has been a narrow-based security
index for no more than 45 business days over 3
consecutive calendar months;

‘‘(iv) a contract of sale for future delivery on
the index is traded on or subject to the rules of
a foreign board of trade and meets such require-
ments as are jointly established by rule or regu-
lation by the Commission and the Securities and
Exchange Commission;

‘‘(v) no more than 18 months have passed
since the date of enactment of the Commodity
Futures Modernization Act of 2000 and—

‘‘(I) it is traded on or subject to the rules of
a foreign board of trade;

‘‘(II) the offer and sale in the United States of
a contract of sale for future delivery on the
index was authorized before the date of the en-
actment of the Commodity Futures Moderniza-
tion Act of 2000; and

‘‘(III) the conditions of such authorization
continue to be met; or

‘‘(vi) a contract of sale for future delivery on
the index is traded on or subject to the rules of
a board of trade and meets such requirements as
are jointly established by rule, regulation, or
order by the Commission and the Securities and
Exchange Commission.

‘‘(C) Within 1 year after the date of the enact-
ment of the Commodity Futures Modernization
Act of 2000, the Commission and the Securities
and Exchange Commission jointly shall adopt
rules or regulations that set forth the require-
ments under subparagraph (B)(iv).

‘‘(D) An index that is a narrow-based security
index solely because it was a narrow-based se-
curity index for more than 45 business days over
3 consecutive calendar months pursuant to
clause (iii) of subparagraph (B) shall not be a
narrow-based security index for the 3 following
calendar months.

‘‘(E) For purposes of subparagraphs (A) and
(B)—

‘‘(i) the dollar value of average daily trading
volume and the market capitalization shall be
calculated as of the preceding 6 full calendar
months; and

‘‘(ii) the Commission and the Securities and
Exchange Commission shall, by rule or regula-
tion, jointly specify the method to be used to de-
termine market capitalization and dollar value
of average daily trading volume.

‘‘(26) OPTION.—The term ‘option’ means an
agreement, contract, or transaction that is of
the character of, or is commonly known to the

trade as, an ‘option’, ‘privilege’, ‘indemnity’,
‘bid’, ‘offer’, ‘put’, ‘call’, ‘advance guaranty’, or
‘decline guaranty’.

‘‘(27) ORGANIZED EXCHANGE.—The term ‘orga-
nized exchange’ means a trading facility that—

‘‘(A) permits trading—
‘‘(i) by or on behalf of a person that is not an

eligible contract participant; or
‘‘(ii) by persons other than on a principal-to-

principal basis; or
‘‘(B) has adopted (directly or through another

nongovernmental entity) rules that—
‘‘(i) govern the conduct of participants, other

than rules that govern the submission of orders
or execution of transactions on the trading fa-
cility; and

‘‘(ii) include disciplinary sanctions other than
the exclusion of participants from trading.’’;
and

(7) by adding at the end the following:
‘‘(29) REGISTERED ENTITY.—The term ‘reg-

istered entity’ means—
‘‘(A) a board of trade designated as a contract

market under section 5;
‘‘(B) a derivatives transaction execution facil-

ity registered under section 5a;
‘‘(C) a derivatives clearing organization reg-

istered under section 5b; and
‘‘(D) a board of trade designated as a contract

market under section 5f.
‘‘(30) SECURITY.—The term ‘security’ means a

security as defined in section 2(a)(1) of the Se-
curities Act of 1933 (15 U.S.C. 77b(a)(1)) or sec-
tion 3(a)(10) of the Securities Exchange Act of
1934 (15 U.S.C. 78c(a)(10)).

‘‘(31) SECURITY FUTURE.—The term ‘security
future’ means a contract of sale for future deliv-
ery of a single security or of a narrow-based se-
curity index, including any interest therein or
based on the value thereof, except an exempted
security under section 3(a)(12) of the Securities
Exchange Act of 1934 as in effect on the date of
enactment of the Futures Trading Act of 1982
(other than any municipal security as defined in
section 3(a)(29) of the Securities Exchange Act
of 1934 as in effect on the date of enactment of
the Futures Trading Act of 1982). The term ‘se-
curity future’ does not include any agreement,
contract, or transaction excluded from this Act
under section 2(c), 2(d), 2(f), or 2(g) of this Act
(as in effect on the date of the enactment of the
Commodity Futures Modernization Act of 2000)
or title IV of the Commodity Futures Moderniza-
tion Act of 2000.

‘‘(32) SECURITY FUTURES PRODUCT.—The term
‘security futures product’ means a security fu-
ture or any put, call, straddle, option, or privi-
lege on any security future.

‘‘(33) TRADING FACILITY.—
‘‘(A) IN GENERAL.—The term ‘trading facility’

means a person or group of persons that con-
stitutes, maintains, or provides a physical or
electronic facility or system in which multiple
participants have the ability to execute or trade
agreements, contracts, or transactions by ac-
cepting bids and offers made by other partici-
pants that are open to multiple participants in
the facility or system.

‘‘(B) EXCLUSIONS.—The term ‘trading facility’
does not include—

‘‘(i) a person or group of persons solely be-
cause the person or group of persons constitutes,
maintains, or provides an electronic facility or
system that enables participants to negotiate the
terms of and enter into bilateral transactions as
a result of communications exchanged by the
parties and not from interaction of multiple bids
and multiple offers within a predetermined,
nondiscretionary automated trade matching and
execution algorithm;

‘‘(ii) a government securities dealer or govern-
ment securities broker, to the extent that the
dealer or broker executes or trades agreements,
contracts, or transactions in government securi-
ties, or assists persons in communicating about,
negotiating, entering into, executing, or trading
an agreement, contract, or transaction in gov-
ernment securities (as the terms ‘government se-
curities dealer’, ‘government securities broker’,

VerDate 11-MAY-2000 11:49 Dec 18, 2000 Jkt 079061 PO 00000 Frm 00226 Fmt 4634 Sfmt 6333 E:\CR\CRI\H15DE0.REC pfrm03 PsN: H15DE0



CONGRESSIONAL RECORD — HOUSE H12323December 15, 2000
and ‘government securities’ are defined in sec-
tion 3(a) of the Securities Exchange Act of 1934
(15 U.S.C. 78c(a))); or

‘‘(iii) facilities on which bids and offers, and
acceptances of bids and offers effected on the
facility, are not binding.
Any person, group of persons, dealer, broker, or
facility described in clause (i) or (ii) is excluded
from the meaning of the term ‘trading facility’
for the purposes of this Act without any prior
specific approval, certification, or other action
by the Commission.

‘‘(C) SPECIAL RULE.—A person or group of per-
sons that would not otherwise constitute a trad-
ing facility shall not be considered to be a trad-
ing facility solely as a result of the submission
to a derivatives clearing organization of trans-
actions executed on or through the person or
group of persons.’’.
SEC. 102. AGREEMENTS, CONTRACTS, AND TRANS-

ACTIONS IN FOREIGN CURRENCY,
GOVERNMENT SECURITIES, AND
CERTAIN OTHER COMMODITIES.

Section 2 of the Commodity Exchange Act (7
U.S.C. 2, 2a, 3, 4, 4a) is amended by adding at
the end the following:

‘‘(c) AGREEMENTS, CONTRACTS, AND TRANS-
ACTIONS IN FOREIGN CURRENCY, GOVERNMENT
SECURITIES, AND CERTAIN OTHER COMMOD-
ITIES.—

‘‘(1) IN GENERAL.—Except as provided in para-
graph (2), nothing in this Act (other than sec-
tion 5a (to the extent provided in section 5a(g)),
5b, 5d, or 12(e)(2)(B)) governs or applies to an
agreement, contract, or transaction in—

‘‘(A) foreign currency;
‘‘(B) government securities;
‘‘(C) security warrants;
‘‘(D) security rights;
‘‘(E) resales of installment loan contracts;
‘‘(F) repurchase transactions in an excluded

commodity; or
‘‘(G) mortgages or mortgage purchase commit-

ments.
‘‘(2) COMMISSION JURISDICTION.—
‘‘(A) AGREEMENTS, CONTRACTS, AND TRANS-

ACTIONS TRADED ON AN ORGANIZED EXCHANGE.—
This Act applies to, and the Commission shall
have jurisdiction over, an agreement, contract,
or transaction described in paragraph (1) that
is—

‘‘(i) a contract of sale of a commodity for fu-
ture delivery (or an option on such a contract),
or an option on a commodity (other than foreign
currency or a security or a group or index of se-
curities), that is executed or traded on an orga-
nized exchange; or

‘‘(ii) an option on foreign currency executed
or traded on an organized exchange that is not
a national securities exchange registered pursu-
ant to section 6(a) of the Securities Exchange
Act of 1934.

‘‘(B) AGREEMENTS, CONTRACTS, AND TRANS-
ACTIONS IN RETAIL FOREIGN CURRENCY.—This
Act applies to, and the Commission shall have
jurisdiction over, an agreement, contract, or
transaction in foreign currency that—

‘‘(i) is a contract of sale of a commodity for
future delivery (or an option on such a con-
tract) or an option (other than an option exe-
cuted or traded on a national securities ex-
change registered pursuant to section 6(a) of the
Securities Exchange Act of 1934); and

‘‘(ii) is offered to, or entered into with, a per-
son that is not an eligible contract participant,
unless the counterparty, or the person offering
to be the counterparty, of the person is—

‘‘(I) a financial institution;
‘‘(II) a broker or dealer registered under sec-

tion 15(b) or 15C of the Securities Exchange Act
of 1934 (15 U.S.C. 78o(b), 78o–5) or a futures
commission merchant registered under this Act;

‘‘(III) an associated person of a broker or
dealer registered under section 15(b) or 15C of
the Securities Exchange Act of 1934 (15 U.S.C.
78o(b), 78o–5), or an affiliated person of a fu-
tures commission merchant registered under this
Act, concerning the financial or securities ac-

tivities of which the registered person makes
and keeps records under section 15C(b) or 17(h)
of the Securities Exchange Act of 1934 (15 U.S.C.
78o–5(b), 78q(h)) or section 4f(c)(2)(B) of this
Act;

‘‘(IV) an insurance company described in sec-
tion 1a(12)(A)(ii) of this Act, or a regulated sub-
sidiary or affiliate of such an insurance com-
pany;

‘‘(V) a financial holding company (as defined
in section 2 of the Bank Holding Company Act
of 1956); or

‘‘(VI) an investment bank holding company
(as defined in section 17(i) of the Securities Ex-
change Act of 1934).

‘‘(C) Notwithstanding subclauses (II) and
(III) of subparagraph (B)(ii), agreements, con-
tracts, or transactions described in subpara-
graph (B) shall be subject to sections 4b, 4c(b),
6(c) and 6(d) (to the extent that sections 6(c)
and 6(d) prohibit manipulation of the market
price of any commodity, in interstate commerce,
or for future delivery on or subject to the rules
of any market), 6c, 6d, and 8(a) if they are en-
tered into by a futures commission merchant or
an affiliate of a futures commission merchant
that is not also an entity described in subpara-
graph (B)(ii) of this paragraph.’’.
SEC. 103. LEGAL CERTAINTY FOR EXCLUDED DE-

RIVATIVE TRANSACTIONS.
Section 2 of the Commodity Exchange Act (7

U.S.C. 2, 2a, 3, 4, 4a) is further amended by add-
ing at the end the following:

‘‘(d) EXCLUDED DERIVATIVE TRANSACTIONS.—
‘‘(1) IN GENERAL.—Nothing in this Act (other

than section 5b or 12(e)(2)(B)) governs or applies
to an agreement, contract, or transaction in an
excluded commodity if—

‘‘(A) the agreement, contract, or transaction is
entered into only between persons that are eligi-
ble contract participants at the time at which
the persons enter into the agreement, contract,
or transaction; and

‘‘(B) the agreement, contract, or transaction is
not executed or traded on a trading facility.

‘‘(2) ELECTRONIC TRADING FACILITY EXCLU-
SION.—Nothing in this Act (other than section
5a (to the extent provided in section 5a(g)), 5b,
5d, or 12(e)(2)(B)) governs or applies to an
agreement, contract, or transaction in an ex-
cluded commodity if—

‘‘(A) the agreement, contract, or transaction is
entered into on a principal-to-principal basis be-
tween parties trading for their own accounts or
as described in section 1a(12)(B)(ii);

‘‘(B) the agreement, contract, or transaction is
entered into only between persons that are eligi-
ble contract participants described in subpara-
graph (A), (B)(ii), or (C) of section 1a(12)) at the
time at which the persons enter into the agree-
ment, contract, or transaction; and

‘‘(C) the agreement, contract, or transaction is
executed or traded on an electronic trading fa-
cility.’’.
SEC. 104. EXCLUDED ELECTRONIC TRADING FA-

CILITIES.
Section 2 of the Commodity Exchange Act (7

U.S.C. 2, 2a, 3, 4, 4a) is further amended by add-
ing at the end the following:

‘‘(e) EXCLUDED ELECTRONIC TRADING FACILI-
TIES.—

‘‘(1) IN GENERAL.—Nothing in this Act (other
than section 12(e)(2)(B)) governs or is applicable
to an electronic trading facility that limits
transactions authorized to be conducted on its
facilities to those satisfying the requirements of
section 2(d)(2), 2(g), or 2(h)(3).

‘‘(2) EFFECT ON AUTHORITY TO ESTABLISH AND
OPERATE.—Nothing in this Act shall prohibit a
board of trade designated by the Commission as
a contract market or derivatives transaction exe-
cution facility, or operating as an exempt board
of trade from establishing and operating an
electronic trading facility excluded under this
Act pursuant to paragraph (1).

‘‘(3) EFFECT ON TRANSACTIONS.—No failure by
an electronic trading facility to limit trans-

actions as required by paragraph (1) of this sub-
section or to comply with section 2(h)(5) shall in
itself affect the legality, validity, or enforce-
ability of an agreement, contract, or transaction
entered into or traded on the electronic trading
facility or cause a participant on the system to
be in violation of this Act.

‘‘(4) SPECIAL RULE.—A person or group of per-
sons that would not otherwise constitute a trad-
ing facility shall not be considered to be a trad-
ing facility solely as a result of the submission
to a derivatives clearing organization of trans-
actions executed on or through the person or
group of persons.’’.
SEC. 105. HYBRID INSTRUMENTS; SWAP TRANS-

ACTIONS.
(a) HYBRID INSTRUMENTS.—Section 2 of the

Commodity Exchange Act (7 U.S.C. 2, 2a, 3, 4,
4a) is further amended by adding at the end the
following:

‘‘(f) EXCLUSION FOR QUALIFYING HYBRID IN-
STRUMENTS.—

‘‘(1) IN GENERAL.—Nothing in this Act (other
than section 12(e)(2)(B)) governs or is applicable
to a hybrid instrument that is predominantly a
security.

‘‘(2) PREDOMINANCE.—A hybrid instrument
shall be considered to be predominantly a secu-
rity if—

‘‘(A) the issuer of the hybrid instrument re-
ceives payment in full of the purchase price of
the hybrid instrument, substantially contem-
poraneously with delivery of the hybrid instru-
ment;

‘‘(B) the purchaser or holder of the hybrid in-
strument is not required to make any payment
to the issuer in addition to the purchase price
paid under subparagraph (A), whether as mar-
gin, settlement payment, or otherwise, during
the life of the hybrid instrument or at maturity;

‘‘(C) the issuer of the hybrid instrument is not
subject by the terms of the instrument to mark-
to-market margining requirements; and

‘‘(D) the hybrid instrument is not marketed as
a contract of sale of a commodity for future de-
livery (or option on such a contract) subject to
this Act.

‘‘(3) MARK-TO-MARKET MARGINING REQUIRE-
MENTS.—For the purposes of paragraph (2)(C),
mark-to-market margining requirements do not
include the obligation of an issuer of a secured
debt instrument to increase the amount of col-
lateral held in pledge for the benefit of the pur-
chaser of the secured debt instrument to secure
the repayment obligations of the issuer under
the secured debt instrument.’’.

(b) SWAP TRANSACTIONS.—Section 2 of the
Commodity Exchange Act (7 U.S.C. 2, 2a, 3, 4,
4a) is further amended by adding at the end the
following:

‘‘(g) EXCLUDED SWAP TRANSACTIONS.—No pro-
vision of this Act (other than section 5a (to the
extent provided in section 5a(g)), 5b, 5d, or
12(e)(2)) shall apply to or govern any agreement,
contract, or transaction in a commodity other
than an agricultural commodity if the agree-
ment, contract, or transaction is—

‘‘(1) entered into only between persons that
are eligible contract participants at the time
they enter into the agreement, contract, or
transaction;

‘‘(2) subject to individual negotiation by the
parties; and

‘‘(3) not executed or traded on a trading facil-
ity.’’.

(c) STUDY REGARDING RETAIL SWAPS.—
(1) IN GENERAL.—The Board of Governors of

the Federal Reserve System, the Secretary of the
Treasury, the Commodity Futures Trading Com-
mission, and the Securities and Exchange Com-
mission shall conduct a study of issues involving
the offering of swap agreements to persons other
than eligible contract participants (as defined in
section 1a of the Commodity Exchange Act).

(2) MATTERS TO BE ADDRESSED.—The study
shall address—

(A) the potential uses of swap agreements by
persons other than eligible contract partici-
pants;
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(B) the extent to which financial institutions

are willing to offer swap agreements to persons
other than eligible contract participants;

(C) the appropriate regulatory structure to
address customer protection issues that may
arise in connection with the offer of swap agree-
ments to persons other than eligible contract
participants; and

(D) such other relevant matters deemed nec-
essary or appropriate to address.

(3) REPORT.—Before the end of the 1-year pe-
riod beginning on the date of enactment of this
Act, a report on the findings and conclusions of
the study required by paragraph (1) shall be
submitted to Congress, together with such rec-
ommendations for legislative action as are
deemed necessary and appropriate.
SEC. 106. TRANSACTIONS IN EXEMPT COMMOD-

ITIES.
Section 2 of the Commodity Exchange Act (7

U.S.C. 2, 2a, 3, 4, 4a) is further amended by add-
ing at the end the following.

‘‘(h) LEGAL CERTAINTY FOR CERTAIN TRANS-
ACTIONS IN EXEMPT COMMODITIES.—

‘‘(1) Except as provided in paragraph (2),
nothing in this Act shall apply to a contract,
agreement or transaction in an exempt com-
modity which—

‘‘(A) is entered into solely between persons
that are eligible contract participants at the
time the persons enter into the agreement, con-
tract, or transaction; and

‘‘(B) is not entered into on a trading facility.
‘‘(2) An agreement, contract, or transaction

described in paragraph (1) of this subsection
shall be subject to—

‘‘(A) sections 5b and 12(e)(2)(B);
‘‘(B) sections 4b, 4o, 6(c), 6(d), 6c, 6d, and 8a,

and the regulations of the Commission pursuant
to section 4c(b) proscribing fraud in connection
with commodity option transactions, to the ex-
tent the agreement, contract, or transaction is
not between eligible commercial entities (unless 1
of the entities is an instrumentality, depart-
ment, or agency of a State or local governmental
entity) and would otherwise be subject to such
sections and regulations; and

‘‘(C) sections 6(c), 6(d), 6c, 6d, 8a, and 9(a)(2),
to the extent such sections prohibit manipula-
tion of the market price of any commodity in
interstate commerce and the agreement, con-
tract, or transaction would otherwise be subject
to such sections.

‘‘(3) Except as provided in paragraph (4),
nothing in this Act shall apply to an agreement,
contract, or transaction in an exempt commodity
which is—

‘‘(A) entered into on a principal-to-principal
basis solely between persons that are eligible
commercial entities at the time the persons enter
into the agreement, contract, or transaction;
and

‘‘(B) executed or traded on an electronic trad-
ing facility.

‘‘(4) An agreement, contract, or transaction
described in paragraph (3) of this subsection
shall be subject to—

‘‘(A) sections 5a (to the extent provided in sec-
tion 5a(g)), 5b, 5d, and 12(e)(2)(B);

‘‘(B) sections 4b and 4o and the regulations of
the Commission pursuant to section 4c(b) pro-
scribing fraud in connection with commodity op-
tion transactions to the extent the agreement,
contract, or transaction would otherwise be sub-
ject to such sections and regulations;

‘‘(C) sections 6(c) and 9(a)(2), to the extent
such sections prohibit manipulation of the mar-
ket price of any commodity in interstate com-
merce and to the extent the agreement, contract,
or transaction would otherwise be subject to
such sections; and

‘‘(D) such rules and regulations as the Com-
mission may prescribe if necessary to ensure
timely dissemination by the electronic trading
facility of price, trading volume, and other trad-
ing data to the extent appropriate, if the Com-
mission determines that the electronic trading
facility performs a significant price discovery

function for transactions in the cash market for
the commodity underlying any agreement, con-
tract, or transaction executed or traded on the
electronic trading facility.

‘‘(5) An electronic trading facility relying on
the exemption provided in paragraph (3) shall—

‘‘(A) notify the Commission of its intention to
operate an electronic trading facility in reliance
on the exemption set forth in paragraph (3),
which notice shall include—

‘‘(i) the name and address of the facility and
a person designated to receive communications
from the Commission;

‘‘(ii) the commodity categories that the facility
intends to list or otherwise make available for
trading on the facility in reliance on the exemp-
tion set forth in paragraph (3);

‘‘(iii) certifications that—
‘‘(I) no executive officer or member of the gov-

erning board of, or any holder of a 10 percent or
greater equity interest in, the facility is a person
described in any of subparagraphs (A) through
(H) of section 8a(2);

‘‘(II) the facility will comply with the condi-
tions for exemption under this paragraph; and

‘‘(III) the facility will notify the Commission
of any material change in the information pre-
viously provided by the facility to the Commis-
sion pursuant to this paragraph; and

‘‘(iv) the identity of any derivatives clearing
organization to which the facility transmits or
intends to transmit transaction data for the pur-
pose of facilitating the clearance and settlement
of transactions conducted on the facility in reli-
ance on the exemption set forth in paragraph
(3);

‘‘(B)(i)(I) provide the Commission with access
to the facility’s trading protocols and electronic
access to the facility with respect to trans-
actions conducted in reliance on the exemption
set forth in paragraph (3); or

‘‘(II) provide such reports to the Commission
regarding transactions executed on the facility
in reliance on the exemption set forth in para-
graph (3) as the Commission may from time to
time request to enable the Commission to satisfy
its obligations under this Act;

‘‘(ii) maintain for 5 years, and make available
for inspection by the Commission upon request,
records of activities related to its business as an
electronic trading facility exempt under para-
graph (3), including—

‘‘(I) information relating to data entry and
transaction details sufficient to enable the Com-
mission to reconstruct trading activity on the fa-
cility conducted in reliance on the exemption set
forth in paragraph (3); and

‘‘(II) the name and address of each partici-
pant on the facility authorized to enter into
transactions in reliance on the exemption set
forth in paragraph (3); and

‘‘(iii) upon special call by the Commission,
provide to the Commission, in a form and man-
ner and within the period specified in the spe-
cial call, such information related to its business
as an electronic trading facility exempt under
paragraph (3), including information relating to
data entry and transaction details in respect of
transactions entered into in reliance on the ex-
emption set forth in paragraph (3), as the Com-
mission may determine appropriate—

‘‘(I) to enforce the provisions specified in sub-
paragraphs (B) and (C) of paragraph (4);

‘‘(II) to evaluate a systemic market event; or
‘‘(III) to obtain information requested by a

Federal financial regulatory authority in order
to enable the regulator to fulfill its regulatory or
supervisory responsibilities;

‘‘(C)(i) upon receipt of any subpoena issued
by or on behalf of the Commission to any for-
eign person who the Commission believes is con-
ducting or has conducted transactions in reli-
ance on the exemption set forth in paragraph (3)
on or through the electronic trading facility re-
lating to the transactions, promptly notify the
foreign person of, and transmit to the foreign
person, the subpoena in a manner reasonable
under the circumstances, or as specified by the
Commission; and

‘‘(ii) if the Commission has reason to believe
that a person has not timely complied with a
subpoena issued by or on behalf of the Commis-
sion pursuant to clause (i), and the Commission
in writing has directed that a facility relying on
the exemption set forth in paragraph (3) deny or
limit further transactions by the person, the fa-
cility shall deny that person further trading ac-
cess to the facility or, as applicable, limit that
person’s access to the facility for liquidation
trading only;

‘‘(D) comply with the requirements of this
paragraph applicable to the facility and require
that each participant, as a condition of trading
on the facility in reliance on the exemption set
forth in paragraph (3), agree to comply with all
applicable law;

‘‘(E) have a reasonable basis for believing that
participants authorized to conduct transactions
on the facility in reliance on the exemption set
forth in paragraph (3) are eligible commercial
entities; and

‘‘(F) not represent to any person that the fa-
cility is registered with, or designated, recog-
nized, licensed or approved by the Commission.

‘‘(6) A person named in a subpoena referred to
in paragraph (5)(C) that believes the person is
or may be adversely affected or aggrieved by ac-
tion taken by the Commission under this sec-
tion, shall have the opportunity for a prompt
hearing after the Commission acts under proce-
dures that the Commission shall establish by
rule, regulation, or order.’’.
SEC. 107. APPLICATION OF COMMODITY FUTURES

LAWS.
Section 2 of the Commodity Exchange Act (7

U.S.C. 2, 2a, 3, 4, 4a) is further amended by add-
ing at the end the following:

‘‘(i) APPLICATION OF COMMODITY FUTURES
LAWS.—

‘‘(1) No provision of this Act shall be con-
strued as implying or creating any presumption
that—

‘‘(A) any agreement, contract, or transaction
that is excluded from this Act under section 2(c),
2(d), 2(e), 2(f), or 2(g) of this Act or title IV of
the Commodity Futures Modernization Act of
2000, or exempted under section 2(h) or 4(c) of
this Act; or

‘‘(B) any agreement, contract, or transaction,
not otherwise subject to this Act, that is not so
excluded or exempted,
is or would otherwise be subject to this Act.

‘‘(2) No provision of, or amendment made by,
the Commodity Futures Modernization Act of
2000 shall be construed as conferring jurisdic-
tion on the Commission with respect to any such
agreement, contract, or transaction, except as
expressly provided in section 5a of this Act (to
the extent provided in section 5a(g) of this Act),
5b of this Act, or 5d of this Act.’’.
SEC. 108. PROTECTION OF THE PUBLIC INTEREST.

The Commodity Exchange Act is amended by
striking section 3 (7 U.S.C. 5) and inserting the
following:
‘‘SEC. 3. FINDINGS AND PURPOSE.

‘‘(a) FINDINGS.—The transactions subject to
this Act are entered into regularly in interstate
and international commerce and are affected
with a national public interest by providing a
means for managing and assuming price risks,
discovering prices, or disseminating pricing in-
formation through trading in liquid, fair and fi-
nancially secure trading facilities.

‘‘(b) PURPOSE.—It is the purpose of this Act to
serve the public interests described in subsection
(a) through a system of effective self-regulation
of trading facilities, clearing systems, market
participants and market professionals under the
oversight of the Commission. To foster these
public interests, it is further the purpose of this
Act to deter and prevent price manipulation or
any other disruptions to market integrity; to en-
sure the financial integrity of all transactions
subject to this Act and the avoidance of systemic
risk; to protect all market participants from
fraudulent or other abusive sales practices and
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misuses of customer assets; and to promote re-
sponsible innovation and fair competition
among boards of trade, other markets and mar-
ket participants.’’.
SEC. 109. PROHIBITED TRANSACTIONS.

Section 4c of the Commodity Exchange Act (7
U.S.C. 6c) is amended by striking ‘‘SEC. 4c.’’ and
all that follows through subsection (a) and in-
serting the following:
‘‘SEC. 4c. PROHIBITED TRANSACTIONS.

‘‘(a) IN GENERAL.—
‘‘(1) PROHIBITION.—It shall be unlawful for

any person to offer to enter into, enter into, or
confirm the execution of a transaction described
in paragraph (2) involving the purchase or sale
of any commodity for future delivery (or any op-
tion on such a transaction or option on a com-
modity) if the transaction is used or may be
used to—

‘‘(A) hedge any transaction in interstate com-
merce in the commodity or the product or by-
product of the commodity;

‘‘(B) determine the price basis of any such
transaction in interstate commerce in the com-
modity; or

‘‘(C) deliver any such commodity sold,
shipped, or received in interstate commerce for
the execution of the transaction.

‘‘(2) TRANSACTION.—A transaction referred to
in paragraph (1) is a transaction that—

‘‘(A)(i) is, is of the character of, or is com-
monly known to the trade as, a ‘wash sale’ or
‘accommodation trade’; or

‘‘(ii) is a fictitious sale; or
‘‘(B) is used to cause any price to be reported,

registered, or recorded that is not a true and
bona fide price.’’.
SEC. 110. DESIGNATION OF BOARDS OF TRADE AS

CONTRACT MARKETS.
The Commodity Exchange Act is amended—
(1) by redesignating section 5b (7 U.S.C. 7b) as

section 5e; and
(2) by striking sections 5 and 5a (7 U.S.C. 7,

7a) and inserting the following:
‘‘SEC. 5. DESIGNATION OF BOARDS OF TRADE AS

CONTRACT MARKETS.
‘‘(a) APPLICATIONS.—A board of trade apply-

ing to the Commission for designation as a con-
tract market shall submit an application to the
Commission that includes any relevant materials
and records the Commission may require con-
sistent with this Act.

‘‘(b) CRITERIA FOR DESIGNATION.—
‘‘(1) IN GENERAL.—To be designated as a con-

tract market, the board of trade shall dem-
onstrate to the Commission that the board of
trade meets the criteria specified in this sub-
section.

‘‘(2) PREVENTION OF MARKET MANIPULATION.—
The board of trade shall have the capacity to
prevent market manipulation through market
surveillance, compliance, and enforcement prac-
tices and procedures, including methods for con-
ducting real-time monitoring of trading and
comprehensive and accurate trade reconstruc-
tions.

‘‘(3) FAIR AND EQUITABLE TRADING.—The
board of trade shall establish and enforce trad-
ing rules to ensure fair and equitable trading
through the facilities of the contract market,
and the capacity to detect, investigate, and dis-
cipline any person that violates the rules. The
rules may authorize—

‘‘(A) transfer trades or office trades;
‘‘(B) an exchange of—
‘‘(i) futures in connection with a cash com-

modity transaction;
‘‘(ii) futures for cash commodities; or
‘‘(iii) futures for swaps; or
‘‘(C) a futures commission merchant, acting as

principal or agent, to enter into or confirm the
execution of a contract for the purchase or sale
of a commodity for future delivery if the con-
tract is reported, recorded, or cleared in accord-
ance with the rules of the contract market or a
derivatives clearing organization.

‘‘(4) TRADE EXECUTION FACILITY.—The board
of trade shall—

‘‘(A) establish and enforce rules defining, or
specifications detailing, the manner of operation
of the trade execution facility maintained by the
board of trade, including rules or specifications
describing the operation of any electronic
matching platform; and

‘‘(B) demonstrate that the trade execution fa-
cility operates in accordance with the rules or
specifications.

‘‘(5) FINANCIAL INTEGRITY OF TRANSACTIONS.—
The board of trade shall establish and enforce
rules and procedures for ensuring the financial
integrity of transactions entered into by or
through the facilities of the contract market, in-
cluding the clearance and settlement of the
transactions with a derivatives clearing organi-
zation.

‘‘(6) DISCIPLINARY PROCEDURES.—The board of
trade shall establish and enforce disciplinary
procedures that authorize the board of trade to
discipline, suspend, or expel members or market
participants that violate the rules of the board
of trade, or similar methods for performing the
same functions, including delegation of the
functions to third parties.

‘‘(7) PUBLIC ACCESS.—The board of trade shall
provide the public with access to the rules, regu-
lations, and contract specifications of the board
of trade.

‘‘(8) ABILITY TO OBTAIN INFORMATION.—The
board of trade shall establish and enforce rules
that will allow the board of trade to obtain any
necessary information to perform any of the
functions described in this subsection, including
the capacity to carry out such international in-
formation-sharing agreements as the Commis-
sion may require.

‘‘(c) EXISTING CONTRACT MARKETS.—A board
of trade that is designated as a contract market
on the date of the enactment of the Commodity
Futures Modernization Act of 2000 shall be con-
sidered to be a designated contract market
under this section.

‘‘(d) CORE PRINCIPLES FOR CONTRACT MAR-
KETS.—

‘‘(1) IN GENERAL.—To maintain the designa-
tion of a board of trade as a contract market,
the board of trade shall comply with the core
principles specified in this subsection. The board
of trade shall have reasonable discretion in es-
tablishing the manner in which it complies with
the core principles.

‘‘(2) COMPLIANCE WITH RULES.—The board of
trade shall monitor and enforce compliance with
the rules of the contract market, including the
terms and conditions of any contracts to be
traded and any limitations on access to the con-
tract market.

‘‘(3) CONTRACTS NOT READILY SUBJECT TO MA-
NIPULATION.—The board of trade shall list on
the contract market only contracts that are not
readily susceptible to manipulation.

‘‘(4) MONITORING OF TRADING.—The board of
trade shall monitor trading to prevent manipu-
lation, price distortion, and disruptions of the
delivery or cash-settlement process.

‘‘(5) POSITION LIMITATIONS OR ACCOUNT-
ABILITY.—To reduce the potential threat of mar-
ket manipulation or congestion, especially dur-
ing trading in the delivery month, the board of
trade shall adopt position limitations or position
accountability for speculators, where necessary
and appropriate.

‘‘(6) EMERGENCY AUTHORITY.—The board of
trade shall adopt rules to provide for the exer-
cise of emergency authority, in consultation or
cooperation with the Commission, where nec-
essary and appropriate, including the authority
to—

‘‘(A) liquidate or transfer open positions in
any contract;

‘‘(B) suspend or curtail trading in any con-
tract; and

‘‘(C) require market participants in any con-
tract to meet special margin requirements.

‘‘(7) AVAILABILITY OF GENERAL INFORMA-
TION.—The board of trade shall make available
to market authorities, market participants, and
the public information concerning—

‘‘(A) the terms and conditions of the contracts
of the contract market; and

‘‘(B) the mechanisms for executing trans-
actions on or through the facilities of the con-
tract market.

‘‘(8) DAILY PUBLICATION OF TRADING INFORMA-
TION.—The board of trade shall make public
daily information on settlement prices, volume,
open interest, and opening and closing ranges
for actively traded contracts on the contract
market.

‘‘(9) EXECUTION OF TRANSACTIONS.—The board
of trade shall provide a competitive, open, and
efficient market and mechanism for executing
transactions.

‘‘(10) TRADE INFORMATION.—The board of
trade shall maintain rules and procedures to
provide for the recording and safe storage of all
identifying trade information in a manner that
enables the contract market to use the informa-
tion for purposes of assisting in the prevention
of customer and market abuses and providing
evidence of any violations of the rules of the
contract market.

‘‘(11) FINANCIAL INTEGRITY OF CONTRACTS.—
The board of trade shall establish and enforce
rules providing for the financial integrity of any
contracts traded on the contract market (includ-
ing the clearance and settlement of the trans-
actions with a derivatives clearing organiza-
tion), and rules to ensure the financial integrity
of any futures commission merchants and intro-
ducing brokers and the protection of customer
funds.

‘‘(12) PROTECTION OF MARKET PARTICIPANTS.—
The board of trade shall establish and enforce
rules to protect market participants from abu-
sive practices committed by any party acting as
an agent for the participants.

‘‘(13) DISPUTE RESOLUTION.—The board of
trade shall establish and enforce rules regarding
and provide facilities for alternative dispute res-
olution as appropriate for market participants
and any market intermediaries.

‘‘(14) GOVERNANCE FITNESS STANDARDS.—The
board of trade shall establish and enforce ap-
propriate fitness standards for directors, mem-
bers of any disciplinary committee, members of
the contract market, and any other persons with
direct access to the facility (including any par-
ties affiliated with any of the persons described
in this paragraph).

‘‘(15) CONFLICTS OF INTEREST.—The board of
trade shall establish and enforce rules to mini-
mize conflicts of interest in the decisionmaking
process of the contract market and establish a
process for resolving such conflicts of interest.

‘‘(16) COMPOSITION OF BOARDS OF MUTUALLY
OWNED CONTRACT MARKETS.—In the case of a
mutually owned contract market, the board of
trade shall ensure that the composition of the
governing board reflects market participants.

‘‘(17) RECORDKEEPING.—The board of trade
shall maintain records of all activities related to
the business of the contract market in a form
and manner acceptable to the Commission for a
period of 5 years.

‘‘(18) ANTITRUST CONSIDERATIONS.—Unless
necessary or appropriate to achieve the purposes
of this Act, the board of trade shall endeavor to
avoid—

‘‘(A) adopting any rules or taking any actions
that result in any unreasonable restraints of
trade; or

‘‘(B) imposing any material anticompetitive
burden on trading on the contract market.

‘‘(e) CURRENT AGRICULTURAL COMMODITIES.—
‘‘(1) Subject to paragraph (2) of this sub-

section, a contract for purchase or sale for fu-
ture delivery of an agricultural commodity enu-
merated in section 1a(4) that is available for
trade on a contract market, as of the date of the
enactment of this subsection, may be traded
only on a contract market designated under this
section.

‘‘(2) In order to promote responsible economic
or financial innovation and fair competition,
the Commission, on application by any person,
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after notice and public comment and oppor-
tunity for hearing, may prescribe rules and reg-
ulations to provide for the offer and sale of con-
tracts for future delivery or options on such
contracts to be conducted on a derivatives trans-
action execution facility.’’.
SEC. 111. DERIVATIVES TRANSACTION EXECU-

TION FACILITIES.
The Commodity Exchange Act (7 U.S.C. 1 et

seq.) is amended by inserting after section 5 (as
amended by section 110(2)) the following:
‘‘SEC. 5a. DERIVATIVES TRANSACTION EXECU-

TION FACILITIES.
‘‘(a) IN GENERAL.—In lieu of compliance with

the contract market designation requirements of
sections 4(a) and 5, a board of trade may elect
to operate as a registered derivatives transaction
execution facility if the facility is—

‘‘(1) designated as a contract market and
meets the requirements of this section; or

‘‘(2) registered as a derivatives transaction
execution facility under subsection (c) of this
section.

‘‘(b) REQUIREMENTS FOR TRADING.—
‘‘(1) IN GENERAL.—A registered derivatives

transaction execution facility under subsection
(a) may trade any contract of sale of a com-
modity for future delivery (or option on such a
contract) on or through the facility only by sat-
isfying the requirements of this section.

‘‘(2) REQUIREMENTS FOR UNDERLYING COM-
MODITIES.—A registered derivatives transaction
execution facility may trade any contract of sale
of a commodity for future delivery (or option on
such a contract) only if—

‘‘(A) the underlying commodity has a nearly
inexhaustible deliverable supply;

‘‘(B) the underlying commodity has a deliver-
able supply that is sufficiently large that the
contract is highly unlikely to be susceptible to
the threat of manipulation;

‘‘(C) the underlying commodity has no cash
market;

‘‘(D)(i) the contract is a security futures prod-
uct, and (ii) the registered derivatives trans-
action execution facility is a national securities
exchange registered under the Securities Ex-
change Act of 1934;

‘‘(E) the Commission determines, based on the
market characteristics, surveillance history, self-
regulatory record, and capacity of the facility
that trading in the contract (or option) is highly
unlikely to be susceptible to the threat of manip-
ulation; or

‘‘(F) except as provided in section 5(e)(2), the
underlying commodity is a commodity other
than an agricultural commodity enumerated in
section 1a(4), and trading access to the facility
is limited to eligible commercial entities trading
for their own account.

‘‘(3) ELIGIBLE TRADERS.—To trade on a reg-
istered derivatives transaction execution facil-
ity, a person shall—

‘‘(A) be an eligible contract participant; or
‘‘(B) be a person trading through a futures

commission merchant that—
‘‘(i) is registered with the Commission;
‘‘(ii) is a member of a futures self-regulatory

organization or, if the person trades only secu-
rity futures products on the facility, a national
securities association registered under section
15A(a) of the Securities Exchange Act of 1934;

‘‘(iii) is a clearing member of a derivatives
clearing organization; and

‘‘(iv) has net capital of at least $20,000,000.
‘‘(4) TRADING BY CONTRACT MARKETS.—A

board of trade that is designated as a contract
market shall, to the extent that the contract
market also operates a registered derivatives
transaction execution facility—

‘‘(A) provide a physical location for the con-
tract market trading of the board of trade that
is separate from trading on the derivatives
transaction execution facility of the board of
trade; or

‘‘(B) if the board of trade uses the same elec-
tronic trading system for trading on the contract

market and derivatives transaction execution fa-
cility of the board of trade, identify whether the
electronic trading is taking place on the con-
tract market or the derivatives transaction exe-
cution facility.

‘‘(c) CRITERIA FOR REGISTRATION.—
‘‘(1) IN GENERAL.—To be registered as a reg-

istered derivatives transaction execution facil-
ity, the board of trade shall be required to dem-
onstrate to the Commission only that the board
of trade meets the criteria specified in subsection
(b) and this subsection.

‘‘(2) DETERRENCE OF ABUSES.—The board of
trade shall establish and enforce trading and
participation rules that will deter abuses and
has the capacity to detect, investigate, and en-
force those rules, including means to—

‘‘(A) obtain information necessary to perform
the functions required under this section; or

‘‘(B) use technological means to—
‘‘(i) provide market participants with impar-

tial access to the market; and
‘‘(ii) capture information that may be used in

establishing whether rule violations have oc-
curred.

‘‘(3) TRADING PROCEDURES.—The board of
trade shall establish and enforce rules or terms
and conditions defining, or specifications detail-
ing, trading procedures to be used in entering
and executing orders traded on the facilities of
the board of trade. The rules may authorize—

‘‘(A) transfer trades or office trades;
‘‘(B) an exchange of—
‘‘(i) futures in connection with a cash com-

modity transaction;
‘‘(ii) futures for cash commodities; or
‘‘(iii) futures for swaps; or
‘‘(C) a futures commission merchant, acting as

principal or agent, to enter into or confirm the
execution of a contract for the purchase or sale
of a commodity for future delivery if the con-
tract is reported, recorded, or cleared in accord-
ance with the rules of the registered derivatives
transaction execution facility or a derivatives
clearing organization.

‘‘(4) FINANCIAL INTEGRITY OF TRANSACTIONS.—
The board of trade shall establish and enforce
rules or terms and conditions providing for the
financial integrity of transactions entered on or
through the facilities of the board of trade, and
rules or terms and conditions to ensure the fi-
nancial integrity of any futures commission
merchants and introducing brokers and the pro-
tection of customer funds.

‘‘(d) CORE PRINCIPLES FOR REGISTERED DE-
RIVATIVES TRANSACTION EXECUTION FACILI-
TIES.—

‘‘(1) IN GENERAL.—To maintain the registra-
tion of a board of trade as a derivatives trans-
action execution facility, a board of trade shall
comply with the core principles specified in this
subsection. The board of trade shall have rea-
sonable discretion in establishing the manner in
which the board of trade complies with the core
principles.

‘‘(2) COMPLIANCE WITH RULES.—The board of
trade shall monitor and enforce the rules of the
facility, including any terms and conditions of
any contracts traded on or through the facility
and any limitations on access to the facility.

‘‘(3) MONITORING OF TRADING.—The board of
trade shall monitor trading in the contracts of
the facility to ensure orderly trading in the con-
tract and to maintain an orderly market while
providing any necessary trading information to
the Commission to allow the Commission to dis-
charge the responsibilities of the Commission
under the Act.

‘‘(4) DISCLOSURE OF GENERAL INFORMATION.—
The board of trade shall disclose publicly and to
the Commission information concerning—

‘‘(A) contract terms and conditions;
‘‘(B) trading conventions, mechanisms, and

practices;
‘‘(C) financial integrity protections; and
‘‘(D) other information relevant to participa-

tion in trading on the facility.
‘‘(5) DAILY PUBLICATION OF TRADING INFORMA-

TION.—The board of trade shall make public

daily information on settlement prices, volume,
open interest, and opening and closing ranges
for contracts traded on the facility if the Com-
mission determines that the contracts perform a
significant price discovery function for trans-
actions in the cash market for the commodity
underlying the contracts.

‘‘(6) FITNESS STANDARDS.—The board of trade
shall establish and enforce appropriate fitness
standards for directors, members of any discipli-
nary committee, members, and any other per-
sons with direct access to the facility, including
any parties affiliated with any of the persons
described in this paragraph.

‘‘(7) CONFLICTS OF INTEREST.—The board of
trade shall establish and enforce rules to mini-
mize conflicts of interest in the decision making
process of the derivatives transaction execution
facility and establish a process for resolving
such conflicts of interest.

‘‘(8) RECORDKEEPING.—The board of trade
shall maintain records of all activities related to
the business of the derivatives transaction exe-
cution facility in a form and manner acceptable
to the Commission for a period of 5 years.

‘‘(9) ANTITRUST CONSIDERATIONS.—Unless nec-
essary or appropriate to achieve the purposes of
this Act, the board of trade shall endeavor to
avoid—

‘‘(A) adopting any rules or taking any actions
that result in any unreasonable restraint of
trade; or

‘‘(B) imposing any material anticompetitive
burden on trading on the derivatives trans-
action execution facility.

‘‘(e) USE OF BROKER-DEALERS, DEPOSITORY
INSTITUTIONS, AND FARM CREDIT SYSTEM INSTI-
TUTIONS AS INTERMEDIARIES.—

‘‘(1) IN GENERAL.—With respect to trans-
actions other than transactions in security fu-
tures products, a registered derivatives trans-
action execution facility may by rule allow a
broker-dealer, depository institution, or institu-
tion of the Farm Credit System that meets the
requirements of paragraph (2) to—

‘‘(A) act as an intermediary in transactions
executed on the facility on behalf of customers
of the broker-dealer, depository institution, or
institution of the Farm Credit System; and

‘‘(B) receive funds of customers to serve as
margin or security for the transactions.

‘‘(2) REQUIREMENTS.—The requirements re-
ferred to in paragraph (1) are that—

‘‘(A) the broker-dealer be in good standing
with the Securities and Exchange Commission,
or the depository institution or institution of the
Farm Credit System be in good standing with
Federal bank regulatory agencies (including the
Farm Credit Administration), as applicable; and

‘‘(B) if the broker-dealer, depository institu-
tion, or institution of the Farm Credit System
carries or holds customer accounts or funds for
transactions on the derivatives transaction exe-
cution facility for more than 1 business day, the
broker-dealer, depository institution, or institu-
tion of the Farm Credit System is registered as
a futures commission merchant and is a member
of a registered futures association.

‘‘(3) IMPLEMENTATION.—The Commission shall
cooperate and coordinate with the Securities
and Exchange Commission, the Secretary of the
Treasury, and Federal banking regulatory agen-
cies (including the Farm Credit Administration)
in adopting rules and taking any other appro-
priate action to facilitate the implementation of
this subsection.

‘‘(f) SEGREGATION OF CUSTOMER FUNDS.—Not
later than 180 days after the date of the enact-
ment of the Commodity Futures Modernization
Act of 2000, consistent with regulations adopted
by the Commission, a registered derivatives
transaction execution facility may authorize a
futures commission merchant to offer any cus-
tomer of the futures commission merchant that
is an eligible contract participant the right to
not segregate the customer funds of the cus-
tomer that are carried with the futures commis-
sion merchant for purposes of trading on or
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through the facilities of the registered deriva-
tives transaction execution facility.

‘‘(g) ELECTION TO TRADE EXCLUDED AND EX-
EMPT COMMODITIES.—

‘‘(1) IN GENERAL.—Notwithstanding subsection
(b)(2) of this section, a board of trade that is or
elects to become a registered derivatives trans-
action execution facility may trade on the facil-
ity any agreements, contracts, or transactions
involving excluded or exempt commodities other
than securities, except contracts of sale for fu-
ture delivery of exempt securities under section
3(a)(12) of the Securities Exchange Act of 1934
as in effect on the date of enactment of the Fu-
tures Trading Act of 1982, that are otherwise ex-
cluded from this Act under section 2(c), 2(d), or
2(g) of this Act, or exempt under section 2(h) of
this Act.

‘‘(2) EXCLUSIVE JURISDICTION OF THE COMMIS-
SION.—The Commission shall have exclusive ju-
risdiction over agreements, contracts, or trans-
actions described in paragraph (1) to the extent
that the agreements, contracts, or transactions
are traded on a derivatives transaction execu-
tion facility.’’.
SEC. 112. DERIVATIVES CLEARING.

(a) IN GENERAL.—Subtitle A of title IV of the
Federal Deposit Insurance Corporation Im-
provement Act of 1991 is amended—

(1) by inserting before the section heading for
section 401, the following new heading:

‘‘CHAPTER 1—BILATERAL AND CLEARING
ORGANIZATION NETTING’’;

(2) in section 402, by striking ‘‘this subtitle’’
and inserting ‘‘this chapter’’; and

(3) by inserting after section 407, the following
new chapter:

‘‘CHAPTER 2—MULTILATERAL CLEARING
ORGANIZATIONS

‘‘SEC. 408. DEFINITIONS.
For purposes of this chapter, the following

definitions shall apply:
‘‘(1) MULTILATERAL CLEARING ORGANIZA-

TION.—The term ‘multilateral clearing organiza-
tion’ means a system utilized by more than 2
participants in which the bilateral credit expo-
sures of participants arising from the trans-
actions cleared are effectively eliminated and re-
placed by a system of guarantees, insurance, or
mutualized risk of loss.

‘‘(2) OVER-THE-COUNTER DERIVATIVE INSTRU-
MENT.—The term ‘over-the-counter derivative
instrument’ includes—

‘‘(A) any agreement, contract, or transaction,
including the terms and conditions incorporated
by reference in any such agreement, contract, or
transaction, which is an interest rate swap, op-
tion, or forward agreement, including a rate
floor, rate cap, rate collar, cross-currency rate
swap, basis swap, and forward rate agreement;
a same day-tomorrow, tomorrow-next, forward,
or other foreign exchange or precious metals
agreement; a currency swap, option, or forward
agreement; an equity index or equity swap, op-
tion, or forward agreement; a debt index or debt
swap, option, or forward agreement; a credit
spread or credit swap, option, or forward agree-
ment; a commodity index or commodity swap,
option, or forward agreement; and a weather
swap, weather derivative, or weather option;

‘‘(B) any agreement, contract or transaction
similar to any other agreement, contract, or
transaction referred to in this clause that is
presently, or in the future becomes, regularly
entered into by parties that participate in swap
transactions (including terms and conditions in-
corporated by reference in the agreement) and
that is a forward, swap, or option on 1 or more
occurrences of any event, rates, currencies, com-
modities, equity securities or other equity instru-
ments, debt securities or other debt instruments,
economic or other indices or measures of eco-
nomic or other risk or value;

‘‘(C) any agreement, contract, or transaction
excluded from the Commodity Exchange Act
under section 2(c), 2(d), 2(f), or 2(g) of such Act,

or exempted under section 2(h) or 4(c) of such
Act; and

‘‘(D) any option to enter into any, or any
combination of, agreements, contracts or trans-
actions referred to in this subparagraph.

‘‘(3) OTHER DEFINITIONS.—The terms ‘insured
State nonmember bank’, ‘State member bank’,
and ‘affiliate’ have the same meanings as in sec-
tion 3 of the Federal Deposit Insurance Act.
‘‘SEC. 409. MULTILATERAL CLEARING ORGANIZA-

TIONS.
‘‘(a) IN GENERAL.—Except with respect to

clearing organizations described in subsection
(b), no person may operate a multilateral clear-
ing organization for over-the-counter derivative
instruments, or otherwise engage in activities
that constitute such a multilateral clearing or-
ganization unless the person is a national bank,
a State member bank, an insured State non-
member bank, an affiliate of a national bank, a
State member bank, or an insured State non-
member bank, or a corporation chartered under
section 25A of the Federal Reserve Act.

‘‘(b) CLEARING ORGANIZATIONS.—Subsection
(a) shall not apply to any clearing organization
that—

‘‘(1) is registered as a clearing agency under
the Securities Exchange Act of 1934;

‘‘(2) is registered as a derivatives clearing or-
ganization under the Commodity Exchange Act;
or

‘‘(3) is supervised by a foreign financial regu-
lator that the Comptroller of the Currency, the
Board of Governors of the Federal Reserve Sys-
tem, the Federal Deposit Insurance Corporation,
the Securities and Exchange Commission, or the
Commodity Futures Trading Commission, as ap-
plicable, has determined satisfies appropriate
standards.’’.

(b) RESOLUTION OF CLEARING BANKS.—The
Federal Reserve Act (12 U.S.C. 221 et seq.) is
amended by inserting after section 9A the fol-
lowing new section:
‘‘SEC. 9B. RESOLUTION OF CLEARING BANKS.

‘‘(a) CONSERVATORSHIP OR RECEIVERSHIP.—
‘‘(1) APPOINTMENT.—The Board may appoint

a conservator or receiver to take possession and
control of any uninsured State member bank
which operates, or operates as, a multilateral
clearing organization pursuant to section 409 of
the Federal Deposit Insurance Corporation Im-
provement Act of 1991 to the same extent and in
the same manner as the Comptroller of the Cur-
rency may appoint a conservator or receiver for
a national bank.

‘‘(2) POWERS.—The conservator or receiver for
an uninsured State member bank referred to in
paragraph (1) shall exercise the same powers,
functions, and duties, subject to the same limi-
tations, as a conservator or receiver for a na-
tional bank.

‘‘(b) BOARD AUTHORITY.—The Board shall
have the same authority with respect to any
conservator or receiver appointed under sub-
section (a), and the uninsured State member
bank for which the conservator or receiver has
been appointed, as the Comptroller of the Cur-
rency has with respect to a conservator or re-
ceiver for a national bank and the national
bank for which the conservator or receiver has
been appointed.

‘‘(c) BANKRUPTCY PROCEEDINGS.—The Board
(in the case of an uninsured State member bank
which operates, or operates as, such a multilat-
eral clearing organization) may direct a conser-
vator or receiver appointed for the bank to file
a petition pursuant to title 11, United States
Code, in which case, title 11, United States
Code, shall apply to the bank in lieu of other-
wise applicable Federal or State insolvency
law.’’.

(c) TECHNICAL AND CONFORMING AMENDMENTS
TO TITLE 11, UNITED STATES CODE.—

(1) BANKRUPTCY CODE DEBTORS.—Section
109(b)(2) of title 11, United States Code, is
amended by striking ‘‘; or’’ and inserting the
following: ‘‘, except that an uninsured State

member bank, or a corporation organized under
section 25A of the Federal Reserve Act, which
operates, or operates as, a multilateral clearing
organization pursuant to section 409 of the Fed-
eral Deposit Insurance Corporation Improve-
ment Act of 1991 may be a debtor if a petition is
filed at the direction of the Board of Governors
of the Federal Reserve System; or’’.

(2) CHAPTER 7 DEBTORS.—Section 109(d) of
title 11, United States Code, is amended to read
as follows:

‘‘(d) Only a railroad, a person that may be a
debtor under chapter 7 of this title (except a
stockbroker or a commodity broker), and an un-
insured State member bank, or a corporation or-
ganized under section 25A of the Federal Re-
serve Act, which operates, or operates as, a mul-
tilateral clearing organization pursuant to sec-
tion 409 of the Federal Deposit Insurance Cor-
poration Improvement Act of 1991 may be a
debtor under chapter 11 of this title.’’.

(3) DEFINITION OF FINANCIAL INSTITUTION.—
Section 101(22) of title 11, United States Code, is
amended to read as follows:

‘‘(22) the term ‘financial institution’—
‘‘(A) means—
‘‘(i) a Federal reserve bank or an entity (do-

mestic or foreign) that is a commercial or sav-
ings bank, industrial savings bank, savings and
loan association, trust company, or receiver or
conservator for such entity and, when any such
Federal reserve bank, receiver, conservator, or
entity is acting as agent or custodian for a cus-
tomer in connection with a securities contract,
as defined in section 741 of this title, the cus-
tomer; or

‘‘(ii) in connection with a securities contract,
as defined in section 741 of this title, an invest-
ment company registered under the Investment
Company Act of 1940; and

‘‘(B) includes any person described in sub-
paragraph (A) which operates, or operates as, a
multilateral clearing organization pursuant to
section 409 of the Federal Deposit Insurance
Corporation Improvement Act of 1991;’’.

(4) DEFINITION OF UNINSURED STATE MEMBER
BANK.—Section 101 of title 11, United States
Code, is amended by inserting after paragraph
(54) the following new paragraph—

‘‘(54A) the term ‘uninsured State member
bank’ means a State member bank (as defined in
section 3 of the Federal Deposit Insurance Act)
the deposits of which are not insured by the
Federal Deposit Insurance Corporation; and’’.

(5) SUBCHAPTER V OF CHAPTER 7.—
(A) IN GENERAL.—Section 103 of title 11,

United States Code, is amended—
(i) by redesignating subsections (e) through (i)

as subsections (f) through (j), respectively; and
(ii) by inserting after subsection (d) the fol-

lowing new subsection:
‘‘(e) SCOPE OF APPLICATION.—Subchapter V of

chapter 7 of this title shall apply only in a case
under such chapter concerning the liquidation
of an uninsured State member bank, or a cor-
poration organized under section 25A of the
Federal Reserve Act, which operates, or operates
as, a multilateral clearing organization pursu-
ant to section 409 of the Federal Deposit Insur-
ance Corporation Improvement Act of 1991.’’.

(B) CLEARING BANK LIQUIDATION.—Chapter 7
of title 11, United States Code, is amended by
adding at the end the following new subchapter:

‘‘SUBCHAPTER V—CLEARING BANK
LIQUIDATION

‘‘§ 781. Definitions
‘‘For purposes of this subchapter, the fol-

lowing definitions shall apply:
‘‘(1) BOARD.—The term ‘Board’ means the

Board of Governors of the Federal Reserve Sys-
tem.

‘‘(2) DEPOSITORY INSTITUTION.—The term ‘de-
pository institution’ has the same meaning as in
section 3 of the Federal Deposit Insurance Act.

‘‘(3) CLEARING BANK.—The term ‘clearing
bank’ means an uninsured State member bank,
or a corporation organized under section 25A of
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the Federal Reserve Act, which operates, or op-
erates as, a multilateral clearing organization
pursuant to section 409 of the Federal Deposit
Insurance Corporation Improvement Act of 1991.

‘‘§ 782. Selection of trustee
‘‘(a) IN GENERAL.—
‘‘(1) APPOINTMENT.—Notwithstanding any

other provision of this title, the conservator or
receiver who files the petition shall be the trust-
ee under this chapter, unless the Board des-
ignates an alternative trustee.

‘‘(2) SUCCESSOR.—The Board may designate a
successor trustee if required.

‘‘(b) AUTHORITY OF TRUSTEE.—Whenever the
Board appoints or designates a trustee, chapter
3 and sections 704 and 705 of this title shall
apply to the Board in the same way and to the
same extent that they apply to a United States
trustee.

‘‘§ 783. Additional powers of trustee
‘‘(a) DISTRIBUTION OF PROPERTY NOT OF THE

ESTATE.—The trustee under this subchapter has
power to distribute property not of the estate,
including distributions to customers that are
mandated by subchapters III and IV of this
chapter.

‘‘(b) DISPOSITION OF INSTITUTION.—The trust-
ee under this subchapter may, after notice and
a hearing—

‘‘(1) sell the clearing bank to a depository in-
stitution or consortium of depository institutions
(which consortium may agree on the allocation
of the clearing bank among the consortium);

‘‘(2) merge the clearing bank with a deposi-
tory institution;

‘‘(3) transfer contracts to the same extent as
could a receiver for a depository institution
under paragraphs (9) and (10) of section 11(e) of
the Federal Deposit Insurance Act;

‘‘(4) transfer assets or liabilities to a deposi-
tory institution;

‘‘(5) transfer assets and liabilities to a bridge
bank as provided in paragraphs (1), (3)(A), (5),
(6), of section 11(n) of the Federal Deposit In-
surance Act, paragraphs (9) through (13) of
such section, and subparagraphs (A) through
(H) and subparagraph (K) of paragraph (4) of
such section 11(n), except that—

‘‘(A) the bridge bank to which such assets or
liabilities are transferred shall be treated as a
clearing bank for the purpose of this subsection;
and

‘‘(B) any references in any such provision of
law to the Federal Deposit Insurance Corpora-
tion shall be construed to be references to the
appointing agency and that references to de-
posit insurance shall be omitted.

‘‘(c) CERTAIN TRANSFERS INCLUDED.—Any ref-
erence in this section to transfers of liabilities
includes a ratable transfer of liabilities within a
priority class.

‘‘§ 784. Right to be heard
‘‘The Board or a Federal reserve bank (in the

case of a clearing bank that is a member of that
bank) may raise and may appear and be heard
on any issue in a case under this subchapter.’’.

(6) DEFINITIONS OF CLEARING ORGANIZATION,
CONTRACT MARKET, AND RELATED DEFINITIONS.—

(A) Section 761(2) of title 11, United States
Code, is amended to read as follows:

‘‘(2) ‘clearing organization’ means a deriva-
tives clearing organization registered under the
Act;’’.

(B) Section 761(7) of title 11, United States
Code, is amended to read as follows:

‘‘(7) ‘contract market’ means a registered enti-
ty;’’.

(C) Section 761(8) of title 11, United States
Code, is amended to read as follows:

‘‘(8) ‘contract of sale’, ‘commodity’, ‘deriva-
tives clearing organization’, ‘future delivery’,
‘board of trade’, ‘registered entity’, and ‘futures
commission merchant’ have the meanings as-
signed to those terms in the Act;’’.

(d) CLERICAL AMENDMENT.—The table of sec-
tions for chapter 7 of title 11, United States

Code, is amended by adding at the end the fol-
lowing new items:

‘‘SUBCHAPTER V—CLEARING BANK
LIQUIDATION

‘‘Sec.
‘‘781. Definitions.
‘‘782. Selection of trustee.
‘‘783. Additional powers of trustee.
‘‘784. Right to be heard.’’.

(e) RESOLUTION OF EDGE ACT CORPORA-
TIONS.—The 16th undesignated paragraph of
section 25A of the Federal Reserve Act (12
U.S.C. 624) is amended to read as follows:

‘‘(16) APPOINTMENT OF RECEIVER OR CONSER-
VATOR.—

‘‘(A) IN GENERAL.—The Board may appoint a
conservator or receiver for a corporation orga-
nized under the provisions of this section to the
same extent and in the same manner as the
Comptroller of the Currency may appoint a con-
servator or receiver for a national bank, and the
conservator or receiver for such corporation
shall exercise the same powers, functions, and
duties, subject to the same limitations, as a con-
servator or receiver for a national bank.

‘‘(B) EQUIVALENT AUTHORITY.—The Board
shall have the same authority with respect to
any conservator or receiver appointed for a cor-
poration organized under the provisions of this
section under this paragraph and any such cor-
poration as the Comptroller of the Currency has
with respect to a conservator or receiver of a na-
tional bank and the national bank for which a
conservator or receiver has been appointed.

‘‘(C) TITLE 11 PETITIONS.—The Board may di-
rect the conservator or receiver of a corporation
organized under the provisions of this section to
file a petition pursuant to title 11, United States
Code, in which case, title 11, United States
Code, shall apply to the corporation in lieu of
otherwise applicable Federal or State insolvency
law.’’.

(f) DERIVATIVES CLEARING ORGANIZATIONS.—
The Commodity Exchange Act (7 U.S.C. 1 et
seq.) is amended by inserting after section 5a, as
added by section 111 of this Act, the following:
‘‘SEC. 5b. DERIVATIVES CLEARING ORGANIZA-

TIONS.
‘‘(a) REGISTRATION REQUIREMENT.—It shall be

unlawful for a derivatives clearing organiza-
tion, unless registered with the Commission, di-
rectly or indirectly to make use of the mails or
any means or instrumentality of interstate com-
merce to perform the functions of a derivatives
clearing organization described in section 1a(9)
of this Act with respect to a contract of sale of
a commodity for future delivery (or option on
such a contract) or option on a commodity, in
each case unless the contract or option—

‘‘(1) is excluded from this Act by section
2(a)(1)(C)(i), 2(c), 2(d), 2(f), or 2(g) of this Act or
title IV of the Commodity Futures Moderniza-
tion Act of 2000, or exempted under section 2(h)
or 4(c) of this Act; or

‘‘(2) is a security futures product cleared by a
clearing agency registered under the Securities
Exchange Act of 1934.

‘‘(b) VOLUNTARY REGISTRATION.—A deriva-
tives clearing organization that clears agree-
ments, contracts, or transactions excluded from
this Act by section 2(c), 2(d), 2(f) or 2(g) of this
Act or title IV of the Commodity Futures Mod-
ernization Act of 2000, or exempted under sec-
tion 2(h) or 4(c) of this Act, or other over-the-
counter derivative instruments (as defined in
the Federal Deposit Insurance Corporation Im-
provement Act of 1991) may register with the
Commission as a derivatives clearing organiza-
tion.

‘‘(c) REGISTRATION OF DERIVATIVES CLEARING
ORGANIZATIONS.—

‘‘(1) APPLICATION.—A person desiring to reg-
ister as a derivatives clearing organization shall
submit to the Commission an application in such
form and containing such information as the
Commission may require for the purpose of mak-
ing the determinations required for approval
under paragraph (2).

‘‘(2) CORE PRINCIPLES.—
‘‘(A) IN GENERAL.—To be registered and to

maintain registration as a derivatives clearing
organization, an applicant shall demonstrate to
the Commission that the applicant complies with
the core principles specified in this paragraph.
The applicant shall have reasonable discretion
in establishing the manner in which it complies
with the core principles.

‘‘(B) FINANCIAL RESOURCES.—The applicant
shall demonstrate that the applicant has ade-
quate financial, operational, and managerial re-
sources to discharge the responsibilities of a de-
rivatives clearing organization.

‘‘(C) PARTICIPANT AND PRODUCT ELIGI-
BILITY.—The applicant shall establish—

‘‘(i) appropriate admission and continuing eli-
gibility standards (including appropriate min-
imum financial requirements) for members of
and participants in the organization; and

‘‘(ii) appropriate standards for determining
eligibility of agreements, contracts, or trans-
actions submitted to the applicant.

‘‘(D) RISK MANAGEMENT.—The applicant shall
have the ability to manage the risks associated
with discharging the responsibilities of a deriva-
tives clearing organization through the use of
appropriate tools and procedures.

‘‘(E) SETTLEMENT PROCEDURES.—The appli-
cant shall have the ability to—

‘‘(i) complete settlements on a timely basis
under varying circumstances;

‘‘(ii) maintain an adequate record of the flow
of funds associated with each transaction that
the applicant clears; and

‘‘(iii) comply with the terms and conditions of
any permitted netting or offset arrangements
with other clearing organizations.

‘‘(F) TREATMENT OF FUNDS.—The applicant
shall have standards and procedures designed to
protect and ensure the safety of member and
participant funds.

‘‘(G) DEFAULT RULES AND PROCEDURES.—The
applicant shall have rules and procedures de-
signed to allow for efficient, fair, and safe man-
agement of events when members or participants
become insolvent or otherwise default on their
obligations to the derivatives clearing organiza-
tion.

‘‘(H) RULE ENFORCEMENT.—The applicant
shall—

‘‘(i) maintain adequate arrangements and re-
sources for the effective monitoring and enforce-
ment of compliance with rules of the applicant
and for resolution of disputes; and

‘‘(ii) have the authority and ability to dis-
cipline, limit, suspend, or terminate a member’s
or participant’s activities for violations of rules
of the applicant.

‘‘(I) SYSTEM SAFEGUARDS.—The applicant
shall demonstrate that the applicant—

‘‘(i) has established and will maintain a pro-
gram of oversight and risk analysis to ensure
that the automated systems of the applicant
function properly and have adequate capacity
and security; and

‘‘(ii) has established and will maintain emer-
gency procedures and a plan for disaster recov-
ery, and will periodically test backup facilities
sufficient to ensure daily processing, clearing,
and settlement of transactions.

‘‘(J) REPORTING.—The applicant shall provide
to the Commission all information necessary for
the Commission to conduct the oversight func-
tion of the applicant with respect to the activi-
ties of the derivatives clearing organization.

‘‘(K) RECORDKEEPING.—The applicant shall
maintain records of all activities related to the
business of the applicant as a derivatives clear-
ing organization in a form and manner accept-
able to the Commission for a period of 5 years.

‘‘(L) PUBLIC INFORMATION.—The applicant
shall make information concerning the rules and
operating procedures governing the clearing and
settlement systems (including default proce-
dures) available to market participants.

‘‘(M) INFORMATION SHARING.—The applicant
shall—
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‘‘(i) enter into and abide by the terms of all

appropriate and applicable domestic and inter-
national information-sharing agreements; and

‘‘(ii) use relevant information obtained from
the agreements in carrying out the clearing or-
ganization’s risk management program.

‘‘(N) ANTITRUST CONSIDERATIONS.—Unless ap-
propriate to achieve the purposes of this Act,
the derivatives clearing organization shall
avoid—

‘‘(i) adopting any rule or taking any action
that results in any unreasonable restraint of
trade; or

‘‘(ii) imposing any material anticompetitive
burden on trading on the contract market.

‘‘(3) ORDERS CONCERNING COMPETITION.—A
derivatives clearing organization may request
the Commission to issue an order concerning
whether a rule or practice of the applicant is the
least anticompetitive means of achieving the ob-
jectives, purposes, and policies of this Act.

‘‘(d) EXISTING DERIVATIVES CLEARING ORGANI-
ZATIONS.—A derivatives clearing organization
shall be deemed to be registered under this sec-
tion to the extent that the derivatives clearing
organization clears agreements, contracts, or
transactions for a board of trade that has been
designated by the Commission as a contract
market for such agreements, contracts, or trans-
actions before the date of enactment of this sec-
tion.

‘‘(e) APPOINTMENT OF TRUSTEE.—
‘‘(1) IN GENERAL.—If a proceeding under sec-

tion 5e results in the suspension or revocation of
the registration of a derivatives clearing organi-
zation, or if a derivatives clearing organization
withdraws from registration, the Commission, on
notice to the derivatives clearing organization,
may apply to the appropriate United States dis-
trict court where the derivatives clearing organi-
zation is located for the appointment of a trust-
ee.

‘‘(2) ASSUMPTION OF JURISDICTION.—If the
Commission applies for appointment of a trustee
under paragraph (1)—

‘‘(A) the court may take exclusive jurisdiction
over the derivatives clearing organization and
the records and assets of the derivatives clearing
organization, wherever located; and

‘‘(B) if the court takes jurisdiction under sub-
paragraph (A), the court shall appoint the Com-
mission, or a person designated by the Commis-
sion, as trustee with power to take possession
and continue to operate or terminate the oper-
ations of the derivatives clearing organization
in an orderly manner for the protection of par-
ticipants, subject to such terms and conditions
as the court may prescribe.

‘‘(f) LINKING OF REGULATED CLEARING FACILI-
TIES.—

‘‘(1) IN GENERAL.—The Commission shall fa-
cilitate the linking or coordination of derivatives
clearing organizations registered under this Act
with other regulated clearance facilities for the
coordinated settlement of cleared transactions.

‘‘(2) COORDINATION.—In carrying out para-
graph (1), the Commission shall coordinate with
the Federal banking agencies and the Securities
and Exchange Commission.’’.
SEC. 113. COMMON PROVISIONS APPLICABLE TO

REGISTERED ENTITIES.
The Commodity Exchange Act (7 U.S.C. 1 et

seq.) is amended by inserting after section 5b (as
added by section 112(f)) the following:
‘‘SEC. 5c. COMMON PROVISIONS APPLICABLE TO

REGISTERED ENTITIES.
‘‘(a) ACCEPTABLE BUSINESS PRACTICES UNDER

CORE PRINCIPLES.—
‘‘(1) IN GENERAL.—Consistent with the pur-

poses of this Act, the Commission may issue in-
terpretations, or approve interpretations sub-
mitted to the Commission, of sections 5(d), 5a(d),
and 5b(d)(2) to describe what would constitute
an acceptable business practice under such sec-
tions.

‘‘(2) EFFECT OF INTERPRETATION.—An inter-
pretation issued under paragraph (1) shall not

provide the exclusive means for complying with
such sections.

‘‘(b) DELEGATION OF FUNCTIONS UNDER CORE
PRINCIPLES.—

‘‘(1) IN GENERAL.—A contract market or de-
rivatives transaction execution facility may
comply with any applicable core principle
through delegation of any relevant function to
a registered futures association or another reg-
istered entity.

‘‘(2) RESPONSIBILITY.—A contract market or
derivatives transaction execution facility that
delegates a function under paragraph (1) shall
remain responsible for carrying out the func-
tion.

‘‘(3) NONCOMPLIANCE.—If a contract market or
derivatives transaction execution facility that
delegates a function under paragraph (1) be-
comes aware that a delegated function is not
being performed as required under this Act, the
contract market or derivatives transaction exe-
cution facility shall promptly take steps to ad-
dress the noncompliance.

‘‘(c) NEW CONTRACTS, NEW RULES, AND RULE
AMENDMENTS.—

‘‘(1) IN GENERAL.—Subject to paragraph (2), a
registered entity may elect to list for trading or
accept for clearing any new contract or other
instrument, or may elect to approve and imple-
ment any new rule or rule amendment, by pro-
viding to the Commission (and the Secretary of
the Treasury, in the case of a contract of sale of
a government security for future delivery (or op-
tion on such a contract) or a rule or rule amend-
ment specifically related to such a contract) a
written certification that the new contract or in-
strument or clearing of the new contract or in-
strument, new rule, or rule amendment complies
with this Act (including regulations under this
Act).

‘‘(2) PRIOR APPROVAL.—
‘‘(A) IN GENERAL.—A registered entity may re-

quest that the Commission grant prior approval
to any new contract or other instrument, new
rule, or rule amendment.

‘‘(B) PRIOR APPROVAL REQUIRED.—Notwith-
standing any other provision of this section, a
designated contract market shall submit to the
Commission for prior approval each rule amend-
ment that materially changes the terms and con-
ditions, as determined by the Commission, in
any contract of sale for future delivery of a
commodity specifically enumerated in section
1a(4) (or any option thereon) traded through its
facilities if the rule amendment applies to con-
tracts and delivery months which have already
been listed for trading and have open interest.

‘‘(C) DEADLINE.—If prior approval is re-
quested under subparagraph (A), the Commis-
sion shall take final action on the request not
later than 90 days after submission of the re-
quest, unless the person submitting the request
agrees to an extension of the time limitation es-
tablished under this subparagraph.

‘‘(3) APPROVAL.—The Commission shall ap-
prove any such new contract or instrument, new
rule, or rule amendment unless the Commission
finds that the new contract or instrument, new
rule, or rule amendment would violate this Act.

‘‘(d) VIOLATION OF CORE PRINCIPLES.—
‘‘(1) IN GENERAL.—If the Commission deter-

mines, on the basis of substantial evidence, that
a registered entity is violating any applicable
core principle specified in section 5(d), 5a(d), or
5b(d)(2), the Commission shall—

‘‘(A) notify the registered entity in writing of
the determination; and

‘‘(B) afford the registered entity an oppor-
tunity to make appropriate changes to bring the
registered entity into compliance with the core
principles.

‘‘(2) FAILURE TO MAKE CHANGES.—If, not later
than 30 days after receiving a notification under
paragraph (1), a registered entity fails to make
changes that, in the opinion of the Commission,
are necessary to comply with the core principles,
the Commission may take further action in ac-
cordance with this Act.

‘‘(e) RESERVATION OF EMERGENCY AUTHOR-
ITY.—Nothing in this section shall limit or in
any way affect the emergency powers of the
Commission provided in section 8a(9).’’.
SEC. 114. EXEMPT BOARDS OF TRADE.

The Commodity Exchange Act (7 U.S.C. 1 et
seq.) is amended by inserting after section 5c (as
added by section 113) the following:
‘‘SEC. 5d. EXEMPT BOARDS OF TRADE.

‘‘(a) ELECTION TO REGISTER WITH THE COM-
MISSION.—A board of trade that meets the re-
quirements of subsection (b) of this section may
operate as an exempt board of trade on receipt
from the board of trade of a notice, provided in
such manner as the Commission may by rule or
regulation prescribe, that the board of trade
elects to operate as an exempt board of trade.
Except as otherwise provided in this section, no
provision of this Act (other than subparagraphs
(C) and (D) of section 2(a)(1) and section
12(e)(2)(B)) shall apply with respect to a con-
tract of sale of a commodity for future delivery
(or option on such a contract) traded on or
through the facilities of an exempt board of
trade.

‘‘(b) CRITERIA FOR EXEMPTION.—To qualify
for an exemption under subsection (a), a board
of trade shall limit trading on or through the fa-
cilities of the board of trade to contracts of sale
of a commodity for future delivery (or options
on such contracts or on a commodity)—

‘‘(1) for which the underlying commodity
has—

‘‘(A) a nearly inexhaustible deliverable sup-
ply;

‘‘(B) a deliverable supply that is sufficiently
large, and a cash market sufficiently liquid, to
render any contract traded on the commodity
highly unlikely to be susceptible to the threat of
manipulation; or

‘‘(C) no cash market;
‘‘(2) that are entered into only between per-

sons that are eligible contract participants at
the time at which the persons enter into the con-
tract; and

‘‘(3) that are not contracts of sale (or options
on such a contract or on a commodity) for fu-
ture delivery of any security, including any
group or index of securities or any interest in, or
based on the value of, any security or any
group or index of securities.

‘‘(c) ANTIMANIPULATION REQUIREMENTS.—A
party to a contract of sale of a commodity for
future delivery (or option on such a contract or
on a commodity) that is traded on an exempt
board of trade shall be subject to sections 4b,
4c(b), 4o, 6(c), and 9(a)(2), and the Commission
shall enforce those provisions with respect to
any such trading.

‘‘(d) PRICE DISCOVERY.—If the Commission
finds that an exempt board of trade is a signifi-
cant source of price discovery for transactions
in the cash market for the commodity under-
lying any contract, agreement, or transaction
traded on or through the facilities of the board
of trade, the board of trade shall disseminate
publicly on a daily basis trading volume, open-
ing and closing price ranges, open interest, and
other trading data as appropriate to the market.

‘‘(e) JURISDICTION.—The Commission shall
have exclusive jurisdiction over any account,
agreement, contract, or transaction involving a
contract of sale of a commodity for future deliv-
ery, or option on such a contract or on a com-
modity, to the extent that the account, agree-
ment, contract, or transaction is traded on an
exempt board of trade.

‘‘(f) SUBSIDIARIES.—A board of trade that is
designated as a contract market or registered as
a derivatives transaction execution facility may
operate an exempt board of trade by establishing
a separate subsidiary or other legal entity and
otherwise satisfying the requirements of this sec-
tion.

‘‘(g) An exempt board of trade that meets the
requirements of subsection (b) shall not rep-
resent to any person that the board of trade is
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registered with, or designated, recognized, li-
censed, or approved by the Commission.’’.
SEC. 115. SUSPENSION OR REVOCATION OF DES-

IGNATION AS CONTRACT MARKET.
Section 5e of the Commodity Exchange Act (7

U.S.C. 7b) (as redesignated by section 20(1)) is
amended to read as follows:
‘‘SEC. 5e. SUSPENSION OR REVOCATION OF DES-

IGNATION AS REGISTERED ENTITY.
‘‘The failure of a registered entity to comply

with any provision of this Act, or any regula-
tion or order of the Commission under this Act,
shall be cause for the suspension of the reg-
istered entity for a period not to exceed 180
days, or revocation of designation as a reg-
istered entity in accordance with the procedures
and subject to the judicial review provided in
section 6(b).’’.
SEC. 116. AUTHORIZATION OF APPROPRIATIONS.

Section 12(d) of the Commodity Exchange Act
(7 U.S.C. 16(d)) is amended by striking ‘‘2000’’
and inserting ‘‘2005’’.
SEC. 117. PREEMPTION.

Section 12 of the Commodity Exchange Act (7
U.S.C. 16(e)) is amended by striking subsection
(e) and inserting the following:

‘‘(e) RELATION TO OTHER LAW, DEPARTMENTS,
OR AGENCIES.—

‘‘(1) Nothing in this Act shall supersede or
preempt—

‘‘(A) criminal prosecution under any Federal
criminal statute;

‘‘(B) the application of any Federal or State
statute (except as provided in paragraph (2)),
including any rule or regulation thereunder, to
any transaction in or involving any commodity,
product, right, service, or interest—

‘‘(i) that is not conducted on or subject to the
rules of a registered entity or exempt board of
trade;

‘‘(ii) (except as otherwise specified by the
Commission by rule or regulation) that is not
conducted on or subject to the rules of any
board of trade, exchange, or market located out-
side the United States, its territories or posses-
sions; or

‘‘(iii) that is not subject to regulation by the
Commission under section 4c or 19; or

‘‘(C) the application of any Federal or State
statute, including any rule or regulation there-
under, to any person required to be registered or
designated under this Act who shall fail or
refuse to obtain such registration or designa-
tion.

‘‘(2) This Act shall supersede and preempt the
application of any State or local law that pro-
hibits or regulates gaming or the operation of
bucket shops (other than antifraud provisions of
general applicability) in the case of—

‘‘(A) an electronic trading facility excluded
under section 2(e) of this Act;

‘‘(B) an agreement, contract, or transaction
that is excluded from this Act under section 2(c),
2(d), 2(f), or 2(g) of this Act or title IV of the
Commodity Futures Modernization Act of 2000,
or exempted under section 2(h) or 4(c) of this
Act (regardless of whether any such agreement,
contract, or transaction is otherwise subject to
this Act).’’.
SEC. 118. PREDISPUTE RESOLUTION AGREE-

MENTS FOR INSTITUTIONAL CUS-
TOMERS.

Section 14 of the Commodity Exchange Act (7
U.S.C. 18) is amended by striking subsection (g)
and inserting the following:

‘‘(g) PREDISPUTE RESOLUTION AGREEMENTS
FOR INSTITUTIONAL CUSTOMERS.—Nothing in
this section prohibits a registered futures com-
mission merchant from requiring a customer
that is an eligible contract participant, as a con-
dition to the commission merchant’s conducting
a transaction for the customer, to enter into an
agreement waiving the right to file a claim
under this section.’’.
SEC. 119. CONSIDERATION OF COSTS AND BENE-

FITS AND ANTITRUST LAWS.
Section 15 of the Commodity Exchange Act (7

U.S.C. 19) is amended by striking ‘‘SEC. 15. The
Commission’’ and inserting the following:

‘‘SEC. 15. CONSIDERATION OF COSTS AND BENE-
FITS AND ANTITRUST LAWS.

‘‘(a) COSTS AND BENEFITS.—
‘‘(1) IN GENERAL.—Before promulgating a reg-

ulation under this Act or issuing an order (ex-
cept as provided in paragraph (3)), the Commis-
sion shall consider the costs and benefits of the
action of the Commission.

‘‘(2) CONSIDERATIONS.—The costs and benefits
of the proposed Commission action shall be eval-
uated in light of—

‘‘(A) considerations of protection of market
participants and the public;

‘‘(B) considerations of the efficiency, competi-
tiveness, and financial integrity of futures mar-
kets;

‘‘(C) considerations of price discovery;
‘‘(D) considerations of sound risk management

practices; and
‘‘(E) other public interest considerations.
‘‘(3) APPLICABILITY.—This subsection does not

apply to the following actions of the Commis-
sion:

‘‘(A) An order that initiates, is part of, or is
the result of an adjudicatory or investigative
process of the Commission.

‘‘(B) An emergency action.
‘‘(C) A finding of fact regarding compliance

with a requirement of the Commission.
‘‘(b) ANTITRUST LAWS.—The Commission’’.

SEC. 120. CONTRACT ENFORCEMENT BETWEEN
ELIGIBLE COUNTERPARTIES.

Section 22(a) of the Commodity Exchange Act
(7 U.S.C. 25(a)) is amended by adding at the end
the following:

‘‘(4) CONTRACT ENFORCEMENT BETWEEN ELIGI-
BLE COUNTERPARTIES.—No agreement, contract,
or transaction between eligible contract partici-
pants or persons reasonably believed to be eligi-
ble contract participants, and no hybrid instru-
ment sold to any investor, shall be void, void-
able, or unenforceable, and no such party shall
be entitled to rescind, or recover any payment
made with respect to, such an agreement, con-
tract, transaction, or instrument under this sec-
tion or any other provision of Federal or State
law, based solely on the failure of the agree-
ment, contract, transaction, or instrument to
comply with the terms or conditions of an ex-
emption or exclusion from any provision of this
Act or regulations of the Commission.’’.
SEC. 121. SPECIAL PROCEDURES TO ENCOURAGE

AND FACILITATE BONA FIDE HEDG-
ING BY AGRICULTURAL PRODUCERS.

The Commodity Exchange Act, as otherwise
amended by this Act, is amended by inserting
after section 4o the following:
‘‘SEC. 4p. SPECIAL PROCEDURES TO ENCOURAGE

AND FACILITATE BONA FIDE HEDG-
ING BY AGRICULTURAL PRODUCERS.

‘‘(a) AUTHORITY.—The Commission shall con-
sider issuing rules or orders which—

‘‘(1) prescribe procedures under which each
contract market is to provide for orderly deliv-
ery, including temporary storage costs, of any
agricultural commodity enumerated in section
1a(4) which is the subject of a contract for pur-
chase or sale for future delivery;

‘‘(2) increase the ease with which domestic ag-
ricultural producers may participate in contract
markets, including by addressing cost and mar-
gin requirements, so as to better enable the pro-
ducers to hedge price risk associated with their
production;

‘‘(3) provide flexibility in the minimum quan-
tities of such agricultural commodities that may
be the subject of a contract for purchase or sale
for future delivery that is traded on a contract
market, to better allow domestic agricultural
producers to hedge such price risk; and

‘‘(4) encourage contract markets to provide in-
formation and otherwise facilitate the participa-
tion of domestic agricultural producers in con-
tract markets.

‘‘(b) REPORT.—Within 1 year after the date of
enactment of this section, the Commission shall
submit to the Committee on Agriculture of the
House of Representatives and the Committee on

Agriculture, Nutrition, and Forestry of the Sen-
ate a report on the steps it has taken to imple-
ment this section and on the activities of con-
tract markets pursuant to this section.’’.
SEC. 122. RULE OF CONSTRUCTION.

Except as expressly provided in this Act or an
amendment made by this Act, nothing in this
Act or an amendment made by this Act super-
sedes, affects, or otherwise limits or expands the
scope and applicability of laws governing the
Securities and Exchange Commission.
SEC. 123. TECHNICAL AND CONFORMING AMEND-

MENTS.
(a) COMMODITY EXCHANGE ACT.—
(1) Section 1a of the Commodity Exchange Act

(7 U.S.C. 1a) (as amended by section 101) is
amended—

(A) in paragraphs (5), (6), (16), (17), (20), and
(23), by inserting ‘‘or derivatives transaction
execution facility’’ after ‘‘contract market’’ each
place it appears; and

(B) in paragraph (24)—
(i) in the paragraph heading, by striking

‘‘CONTRACT MARKET’’ and inserting ‘‘REG-
ISTERED ENTITY’’;

(ii) by striking ‘‘contract market’’ each place
it appears and inserting ‘‘registered entity’’;
and

(iii) by adding at the end the following:
‘‘A participant in an alternative trading system
that is designated as a contract market pursu-
ant to section 5f is deemed a member of the con-
tract market for purposes of transactions in se-
curity futures products through the contract
market.’’.

(2) Section 2 of the Commodity Exchange Act
(7 U.S.C. 2, 2a, 4, 4a, 3) is amended—

(A) by striking ‘‘SEC. 2. (a)(1)(A)(i) The’’ and
inserting the following:
‘‘SEC. 2. JURISDICTION OF COMMISSION; LIABIL-

ITY OF PRINCIPAL FOR ACT OF
AGENT; COMMODITY FUTURES TRAD-
ING COMMISSION; TRANSACTION IN
INTERSTATE COMMERCE.

‘‘(a) JURISDICTION OF COMMISSION; COM-
MODITY FUTURES TRADING COMMISSION.—

‘‘(1) JURISDICTION OF COMMISSION.—
‘‘(A) IN GENERAL.—The’’; and
(B) in subsection (a)(1)—
(i) in subparagraph (A) (as amended by sub-

paragraph (A) of this paragraph)—
(II) by striking ‘‘subparagraph (B) of this sub-

paragraph’’ and inserting ‘‘subparagraphs (C)
and (D) of this paragraph and subsections (c)
through (i) of this section’’;

(III) by striking ‘‘contract market designated
pursuant to section 5 of this Act’’ and inserting
‘‘contract market designated or derivatives
transaction execution facility registered pursu-
ant to section 5 or 5a’’;

(IV) by striking clause (ii); and
(V) in clause (iii), by striking ‘‘(iii) The’’ and

inserting the following:
‘‘(B) LIABILITY OF PRINCIPAL FOR ACT OF

AGENT.—The’’; and
(ii) in subparagraph (B)—
(I) by striking ‘‘(B)’’ and inserting ‘‘(C)’’;
(II) in clause (v)—
(aa) by striking ‘‘section 3 of the Securities

Act of 1933’’; and
(bb) by inserting ‘‘or subparagraph (D)’’ after

‘‘subparagraph’’; and
(III) by moving clauses (i) through (v) 4 ems

to the right;
(C) in subsection (a)(7), by striking ‘‘contract

market’’ and inserting ‘‘registered entity’’;
(D) in subsection (a)(8)(B)(ii)—
(i) in the first sentence, by striking ‘‘designa-

tion as a contract market’’ and inserting ‘‘des-
ignation or registration as a contract market or
derivatives transaction execution facility’’;

(ii) in the second sentence, by striking ‘‘des-
ignate a board of trade as a contract market’’
and inserting ‘‘designate or register a board of
trade as a contract market or derivatives trans-
action execution facility’’; and

(iii) in the fourth sentence, by striking ‘‘desig-
nating, or refusing, suspending, or revoking the
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designation of, a board of trade as a contract
market involving transactions for future deliv-
ery referred to in this clause or in considering
possible emergency action under section 8a(9) of
this Act’’ and inserting ‘‘designating, reg-
istering, or refusing, suspending, or revoking
the designation or registration of, a board of
trade as a contract market or derivatives trans-
action execution facility involving transactions
for future delivery referred to in this clause or
in considering any possible action under this
Act (including without limitation emergency ac-
tion under section 8a(9))’’, and by striking ‘‘des-
ignation, suspension, revocation, or emergency
action’’ and inserting ‘‘designation, registra-
tion, suspension, revocation, or action’’; and

(E) in subsection (a), by moving paragraphs
(2) through (9) 2 ems to the right.

(3) Section 4 of the Commodity Exchange Act
(7 U.S.C. 6) is amended—

(A) in subsection (a)—
(i) in paragraph (1), by striking ‘‘designated

by the Commission as a ‘contract market’ for’’
and inserting ‘‘designated or registered by the
Commission as a contract market or derivatives
transaction execution facility for’’;

(ii) in paragraph (2), by striking ‘‘member of
such’’; and

(iii) in paragraph (3), by inserting ‘‘or deriva-
tives transaction execution facility’’ after ‘‘con-
tract market’’; and

(B) in subsection (c)—
(i) in paragraph (1)—
(I) by striking ‘‘designated as a contract mar-

ket’’ and inserting ‘‘designated or registered as
a contract market or derivatives transaction exe-
cution facility’’; and

(II) by striking ‘‘section 2(a)(1)(B)’’ and in-
serting ‘‘subparagraphs (C)(ii) and (D) of sec-
tion 2(a)(1), except that the Commission and the
Securities and Exchange Commission may by
rule, regulation, or order jointly exclude any
agreement, contract, or transaction from section
2(a)(1)(D)’’; and

(ii) in paragraph (2)(B)(ii), by inserting ‘‘or
derivatives transaction execution facility’’ after
‘‘contract market’’.

(4) Section 4a of the Commodity Exchange Act
(7 U.S.C. 6a) is amended—

(A) in subsection (a)—
(i) in the first sentence, by inserting ‘‘or de-

rivatives transaction execution facilities’’ after
‘‘contract markets’’; and

(ii) in the second sentence, by inserting ‘‘or
derivatives transaction execution facility’’ after
‘‘contract market’’;

(B) in subsection (b)—
(i) in paragraph (1), by inserting ‘‘, or deriva-

tives transaction execution facility or facilities,’’
after ‘‘markets’’; and

(ii) in paragraph (2), by inserting ‘‘or deriva-
tives transaction execution facility’’ after ‘‘con-
tract market’’; and

(C) in subsection (e)—
(i) by striking ‘‘contract market or’’ each

place it appears and inserting ‘‘contract market,
derivatives transaction execution facility, or’’;

(ii) by striking ‘‘licensed or designated’’ each
place it appears and inserting ‘‘licensed, des-
ignated, or registered’’; and

(iii) by striking ‘‘contract market, or’’ and in-
serting ‘‘contract market or derivatives trans-
action execution facility, or’’.

(5) Section 4b(a) of the Commodity Exchange
Act (7 U.S.C. 6b(a)) is amended by striking
‘‘contract market’’ each place it appears and in-
serting ‘‘registered entity’’.

(6) Sections 4c(g), 4d, 4e, and 4f of the Com-
modity Exchange Act (7 U.S.C. 6c(g), 6d, 6e, 6f)
are amended by inserting ‘‘or derivatives trans-
action execution facility’’ after ‘‘contract mar-
ket’’ each place it appears.

(7) Section 4g of the Commodity Exchange Act
(7 U.S.C. 6g) is amended—

(A) in subsection (b), by striking ‘‘clearing-
house and contract market’’ and inserting ‘‘reg-
istered entity’’; and

(B) in subsection (f), by striking ‘‘clearing-
houses, contract markets, and exchanges’’ and
inserting ‘‘registered entities’’.

(8) Section 4h of the Commodity Exchange Act
(7 U.S.C. 6h) is amended by striking ‘‘contract
market’’ each place it appears and inserting
‘‘registered entity’’.

(9) Section 4i of the Commodity Exchange Act
(7 U.S.C. 6i) is amended in the first sentence by
inserting ‘‘or derivatives transaction execution
facility’’ after ‘‘contract market’’.

(10) Section 4l of the Commodity Exchange Act
(7 U.S.C. 6l) is amended by inserting ‘‘or deriva-
tives transaction execution facilities’’ after
‘‘contract markets’’ each place it appears.

(11) Section 4p of the Commodity Exchange
Act (7 U.S.C. 6p) is amended—

(A) in the third sentence of subsection (a), by
striking ‘‘Act or contract markets’’ and inserting
‘‘Act, contract markets, or derivatives trans-
action execution facilities’’; and

(B) in subsection (b), by inserting ‘‘derivatives
transaction execution facility,’’ after ‘‘contract
market,’’.

(12) Section 6 of the Commodity Exchange Act
(7 U.S.C. 8, 9, 9a, 9b, 13b, 15) is amended—

(A) in subsection (a)—
(i) in the first sentence—
(I) by striking ‘‘board of trade desiring to be

designated a ‘contract market’ shall make appli-
cation to the Commission for such designation’’
and inserting ‘‘person desiring to be designated
or registered as a contract market or derivatives
transaction execution facility shall make appli-
cation to the Commission for the designation or
registration’’;

(II) by striking ‘‘above conditions’’ and insert-
ing ‘‘conditions set forth in this Act’’; and

(III) by striking ‘‘above requirements’’ and in-
serting ‘‘the requirements of this Act’’;

(ii) in the second sentence, by striking ‘‘des-
ignation as a contract market within one year’’
and inserting ‘‘designation or registration as a
contract market or derivatives transaction exe-
cution facility within 180 days’’;

(iii) in the third sentence—
(I) by striking ‘‘board of trade’’ and inserting

‘‘person’’; and
(II) by striking ‘‘one-year period’’ and insert-

ing ‘‘180-day period’’; and
(iv) in the last sentence, by striking ‘‘des-

ignate as a ‘contract market’ any board of trade
that has made application therefor, such board
of trade’’ and inserting ‘‘designate or register as
a contract market or derivatives transaction exe-
cution facility any person that has made appli-
cation therefor, the person’’;

(B) in subsection (b)—
(i) in the first sentence—
(I) by striking ‘‘designation of any board of

trade as a ‘contract market’ upon’’ and insert-
ing ‘‘designation or registration of any contract
market or derivatives transaction execution fa-
cility on’’;

(II) by striking ‘‘board of trade’’ each place it
appears and inserting ‘‘contract market or de-
rivatives transaction execution facility’’; and

(III) by striking ‘‘designation as set forth in
section 5 of this Act’’ and inserting ‘‘designation
or registration as set forth in sections 5 through
5b or section 5f’’;

(ii) in the second sentence—
(I) by striking ‘‘board of trade’’ the first place

it appears and inserting ‘‘contract market or de-
rivatives transaction execution facility’’; and

(II) by striking ‘‘board of trade’’ the second
and third places it appears and inserting ‘‘per-
son’’; and

(iii) in the last sentence, by striking ‘‘board of
trade’’ each place it appears and inserting ‘‘per-
son’’;

(C) in subsection (c)—
(i) by striking ‘‘contract market’’ each place it

appears and inserting ‘‘registered entity’’;
(ii) by striking ‘‘contract markets’’ each place

it appears and inserting ‘‘registered entities’’;
and

(iii) by striking ‘‘trading privileges’’ each
place it appears and inserting ‘‘privileges’’;

(D) in subsection (d), by striking ‘‘contract
market’’ each place it appears and inserting
‘‘registered entity’’; and

(E) in subsection (e), by striking ‘‘trading on
all contract markets’’ each place it appears and
inserting ‘‘the privileges of all registered enti-
ties’’.

(13) Section 6a of the Commodity Exchange
Act (7 U.S.C. 10a) is amended—

(A) in the first sentence of subsection (a), by
striking ‘‘designated as a ‘contract market’
shall’’ and inserting ‘‘designated or registered
as a contract market or a derivatives trans-
action execution facility’’; and

(B) in subsection (b), by striking ‘‘designated
as a contract market’’ and inserting ‘‘designated
or registered as a contract market or a deriva-
tives transaction execution facility’’.

(14) Section 6b of the Commodity Exchange
Act (7 U.S.C. 13a) is amended—

(A) by striking ‘‘contract market’’ each place
it appears and inserting ‘‘registered entity’’;

(B) in the first sentence, by striking ‘‘designa-
tion as set forth in section 5 of this Act’’ and in-
serting ‘‘designation or registration as set forth
in sections 5 through 5c’’; and

(C) in the last sentence, by striking ‘‘the con-
tract market’s ability’’ and inserting ‘‘the abil-
ity of the registered entity’’.

(15) Section 6c(a) of the Commodity Exchange
Act (7 U.S.C. 13a–1(a)) by striking ‘‘contract
market’’ and inserting ‘‘registered entity’’.

(16) Section 6d(1) of the Commodity Exchange
Act (7 U.S.C. 13a–2(1)) is amended by inserting
‘‘derivatives transaction execution facility,’’
after ‘‘contract market,’’.

(17) Section 7 of the Commodity Exchange Act
(7 U.S.C. 11) is amended—

(A) in the first sentence—
(i) by striking ‘‘board of trade’’ and inserting

‘‘person’’;
(ii) by inserting ‘‘or registered’’ after ‘‘des-

ignated’’;
(iii) by inserting ‘‘or registration’’ after ‘‘des-

ignation’’ each place it appears; and
(iv) by striking ‘‘contract market’’ each place

it appears and inserting ‘‘registered entity’’;
(B) in the second sentence—
(i) by striking ‘‘designation of such board of

trade as a contract market’’ and inserting ‘‘des-
ignation or registration of the registered entity’’;
and

(ii) by striking ‘‘contract markets’’ and insert-
ing ‘‘registered entities’’; and

(C) in the last sentence—
(i) by striking ‘‘board of trade’’ and inserting

‘‘person’’; and
(ii) by striking ‘‘designated again a contract

market’’ and inserting ‘‘designated or registered
again a registered entity’’.

(18) Section 8(c) of the Commodity Exchange
Act (7 U.S.C. 12(c)) is amended in the first sen-
tence by striking ‘‘board of trade’’ and inserting
‘‘registered entity’’.

(19) Section 8a of the Commodity Exchange
Act (7 U.S.C. 12a) is amended—

(A) by striking ‘‘contract market’’ each place
it appears and inserting ‘‘registered entity’’;
and

(B) in paragraph (2)(F), by striking ‘‘trading
privileges’’ and inserting ‘‘privileges’’.

(20) Sections 8b and 8c(e) of the Commodity
Exchange Act (7 U.S.C. 12b, 12c(e)) are amended
by striking ‘‘contract market’’ each place it ap-
pears and inserting ‘‘registered entity’’.

(21) Section 8e of the Commodity Exchange
Act (7 U.S.C. 12e) is repealed.

(22) Section 9 of the Commodity Exchange Act
(7 U.S.C. 13) is amended by striking ‘‘contract
market’’ each place it appears and inserting
‘‘registered entity’’.

(23) Section 14 of the Commodity Exchange
Act (7 U.S.C. 18) is amended—

(A) in subsection (a)(1)(B), by striking ‘‘con-
tract market’’ and inserting ‘‘registered entity’’;
and

(B) in subsection (f), by striking ‘‘contract
markets’’ and inserting ‘‘registered entities’’.

(24) Section 17 of the Commodity Exchange
Act (7 U.S.C. 21) is amended by striking ‘‘con-
tract market’’ each place it appears and insert-
ing ‘‘registered entity’’.
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(25) Section 22 of the Commodity Exchange

Act (7 U.S.C. 25) is amended—
(A) in subsection (a)—
(i) in paragraph (1)—
(I) by striking ‘‘contract market, clearing or-

ganization of a contract market, licensed board
of trade,’’ and inserting ‘‘registered entity’’; and

(II) in subparagraph (C)(i), by striking ‘‘con-
tract market’’ and inserting ‘‘registered entity’’;

(ii) in paragraph (2), by striking ‘‘sections
5a(11),’’ and inserting ‘‘sections 5(d)(13),
5b(b)(1)(E),’’; and

(iii) in paragraph (3), by striking ‘‘contract
market’’ and inserting ‘‘registered entity’’; and

(B) in subsection (b)—
(i) in paragraph (1)—
(I) by striking ‘‘contract market or clearing

organization of a contract market’’ and insert-
ing ‘‘registered entity’’;

(II) by striking ‘‘section 5a(8) and section
5a(9) of this Act’’ and inserting ‘‘sections 5
through 5c’’;

(III) by striking ‘‘contract market, clearing or-
ganization of a contract market, or licensed
board of trade’’ and inserting ‘‘registered enti-
ty’’; and

(IV) by striking ‘‘contract market or licensed
board of trade’’ and inserting ‘‘registered enti-
ty’’;

(ii) in paragraph (3)—
(I) by striking ‘‘a contract market, clearing or-

ganization, licensed board of trade,’’ and insert-
ing ‘‘registered entity’’; and

(II) by striking ‘‘contract market, licensed
board of trade’’ and inserting ‘‘registered enti-
ty’’;

(iii) in paragraph (4), by striking ‘‘contract
market, licensed board of trade, clearing organi-
zation,’’ and inserting ‘‘registered entity’’; and

(iv) in paragraph (5), by striking ‘‘contract
market, licensed board of trade, clearing organi-
zation,’’ and inserting ‘‘registered entity’’.

(b) FEDERAL DEPOSIT INSURANCE CORPORA-
TION IMPROVEMENT ACT OF 1991.—Section 402(2)
of the Federal Deposit Insurance Corporation
Improvement Act of 1991 (12 U.S.C. 4402(2)) is
amended by striking subparagraph (B) and in-
serting the following:

‘‘(B) that is registered as a derivatives clear-
ing organization under section 5b of the Com-
modity Exchange Act.’’.
SEC. 124. PRIVACY.

The Commodity Exchange Act (7 U.S.C. 1 et
seq.) is amended by inserting after section 5f (as
added by section 252) the following:
‘‘SEC. 5g. PRIVACY.

‘‘(a) TREATMENT AS FINANCIAL INSTITU-
TIONS.—Notwithstanding section 509(3)(B) of the
Gramm-Leach-Bliley Act, any futures commis-
sion merchant, commodity trading advisor, com-
modity pool operator, or introducing broker that
is subject to the jurisdiction of the Commission
under this Act with respect to any financial ac-
tivity shall be treated as a financial institution
for purposes of title V of such Act with respect
to such financial activity.

‘‘(b) TREATMENT OF CFTC AS FEDERAL FUNC-
TIONAL REGULATOR.—For purposes of title V of
such Act, the Commission shall be treated as a
Federal functional regulator within the mean-
ing of section 509(2) of such Act and shall pre-
scribe regulations under such title within 6
months after the date of enactment of this sec-
tion.’’.
SEC. 125. REPORT TO CONGRESS.

(a) The Commodity Futures Trading Commis-
sion (in this section referred to as the ‘‘Commis-
sion’’) shall undertake and complete a study of
the Commodity Exchange Act (in this section re-
ferred to as ‘‘the Act’’) and the Commission’s
rules, regulations and orders governing the con-
duct of persons required to be registered under
the Act, not later than 1 year after the date of
the enactment of this Act. The study shall
identify—

(1) the core principles and interpretations of
acceptable business practices that the Commis-

sion has adopted or intends to adopt to replace
the provisions of the Act and the Commission’s
rules and regulations thereunder;

(2) the rules and regulations that the Commis-
sion has determined must be retained and the
reasons therefor;

(3) the extent to which the Commission be-
lieves it can effect the changes identified in
paragraph (1) of this subsection through its ex-
emptive authority under section 4(c) of the Act;
and

(4) the regulatory functions the Commission
currently performs that can be delegated to a
registered futures association (within the mean-
ing of the Act) and the regulatory functions
that the Commission has determined must be re-
tained and the reasons therefor.

(b) In conducting the study, the Commission
shall solicit the views of the public as well as
Commission registrants, registered entities, and
registered futures associations (all within the
meaning of the Act).

(c) The Commission shall transmit to the Com-
mittee on Agriculture of the House of Represent-
atives and the Committee on Agriculture, Nutri-
tion, and Forestry of the Senate a report of the
results of its study, which shall include an anal-
ysis of comments received.
SEC. 126. INTERNATIONAL ACTIVITIES OF THE

COMMODITY FUTURES TRADING
COMMISSION.

(a) FINDINGS.—The Congress finds that—
(1) derivatives markets serving United States

industry are increasingly global in scope;
(2) developments in data processing and com-

munications technologies enable users of risk
management services to analyze and compare
those services on a worldwide basis;

(3) financial services regulatory policy must be
flexible to account for rapidly changing deriva-
tives industry business practices;

(4) regulatory impediments to the operation of
global business interests can compromise the
competitiveness of United States businesses;

(5) events that disrupt financial markets and
economies are often global in scope, require
rapid regulatory response, and coordinated reg-
ulatory effort across international jurisdictions;

(6) through its membership in the Inter-
national Organisation of Securities Commis-
sions, the Commodity Futures Trading Commis-
sion has promoted beneficial communication
among market regulators and international reg-
ulatory cooperation; and

(7) the Commodity Futures Trading Commis-
sion and other United States financial regu-
lators and self-regulatory organizations should
continue to foster productive and cooperative
working relationships with their counterparts in
foreign jurisdictions.

(b) SENSE OF THE CONGRESS.—It is the sense of
the Congress that, consistent with its respon-
sibilities under the Commodity Exchange Act,
the Commodity Futures Trading Commission
should, as part of its international activities,
continue to coordinate with foreign regulatory
authorities, to participate in international regu-
latory organizations and forums, and to provide
technical assistance to foreign government au-
thorities, in order to encourage—

(1) the facilitation of cross-border transactions
through the removal or lessening of any unnec-
essary legal or practical obstacles;

(2) the development of internationally accept-
ed regulatory standards of best practice;

(3) the enhancement of international super-
visory cooperation and emergency procedures;

(4) the strengthening of international coopera-
tion for customer and market protection; and

(5) improvements in the quality and timeliness
of international information sharing.
TITLE II—COORDINATED REGULATION OF

SECURITY FUTURES PRODUCTS
Subtitle A—Securities Law Amendments

SEC. 201. DEFINITIONS UNDER THE SECURITIES
EXCHANGE ACT OF 1934.

Section 3(a) of the Securities Exchange Act of
1934 (15 U.S.C. 78c(a)) is amended—

(1) in paragraph (10), by inserting ‘‘security
future,’’ after ‘‘treasury stock,’’;

(2) by striking paragraph (11) and inserting
the following:

‘‘(11) The term ‘equity security’ means any
stock or similar security; or any security future
on any such security; or any security convert-
ible, with or without consideration, into such a
security, or carrying any warrant or right to
subscribe to or purchase such a security; or any
such warrant or right; or any other security
which the Commission shall deem to be of simi-
lar nature and consider necessary or appro-
priate, by such rules and regulations as it may
prescribe in the public interest or for the protec-
tion of investors, to treat as an equity secu-
rity.’’;

(3) in paragraph (13), by adding at the end
the following: ‘‘For security futures products,
such term includes any contract, agreement, or
transaction for future delivery.’’;

(4) in paragraph (14), by adding at the end
the following: ‘‘For security futures products,
such term includes any contract, agreement, or
transaction for future delivery.’’; and

(5) by adding at the end the following:
‘‘(55)(A) The term ‘security future’ means a

contract of sale for future delivery of a single
security or of a narrow-based security index, in-
cluding any interest therein or based on the
value thereof, except an exempted security
under section 3(a)(12) of the Securities Ex-
change Act of 1934 as in effect on the date of en-
actment of the Futures Trading Act of 1982
(other than any municipal security as defined in
section 3(a)(29) as in effect on the date of enact-
ment of the Futures Trading Act of 1982). The
term ‘security future’ does not include any
agreement, contract, or transaction excluded
from the Commodity Exchange Act under sec-
tion 2(c), 2(d), 2(f) or 2(g) of the Commodity Ex-
change Act (as in effect on the date of enact-
ment of the Commodity Futures Modernization
Act of 2000) or title IV of the Commodity Fu-
tures Modernization Act of 2000.

‘‘(B) The term ‘narrow-based security index’
means an index—

‘‘(i) that has 9 or fewer component securities;
‘‘(ii) in which a component security comprises

more than 30 percent of the index’s weighting;
‘‘(iii) in which the 5 highest weighted compo-

nent securities in the aggregate comprise more
than 60 percent of the index’s weighting; or

‘‘(iv) in which the lowest weighted component
securities comprising, in the aggregate, 25 per-
cent of the index’s weighting have an aggregate
dollar value of average daily trading volume of
less than $50,000,000 (or in the case of an index
with 15 or more component securities,
$30,000,000), except that if there are two or more
securities with equal weighting that could be in-
cluded in the calculation of the lowest weighted
component securities comprising, in the aggre-
gate, 25 percent of the index’s weighting, such
securities shall be ranked from lowest to highest
dollar value of average daily trading volume
and shall be included in the calculation based
on their ranking starting with the lowest ranked
security.

‘‘(C) Notwithstanding subparagraph (B), an
index is not a narrow-based security index if—

‘‘(i)(I) it has at least 9 component securities;
‘‘(II) no component security comprises more

than 30 percent of the index’s weighting; and
‘‘(III) each component security is—
‘‘(aa) registered pursuant to section 12 of the

Securities Exchange Act of 1934;
‘‘(bb) 1 of 750 securities with the largest mar-

ket capitalization; and
‘‘(cc) 1 of 675 securities with the largest dollar

value of average daily trading volume;
‘‘(ii) a board of trade was designated as a con-

tract market by the Commodity Futures Trading
Commission with respect to a contract of sale for
future delivery on the index, before the date of
enactment of the Commodity Futures Mod-
ernization Act of 2000;

‘‘(iii)(I) a contract of sale for future delivery
on the index traded on a designated contract
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market or registered derivatives transaction exe-
cution facility for at least 30 days as a contract
of sale for future delivery on an index that was
not a narrow-based security index; and

‘‘(II) it has been a narrow-based security
index for no more than 45 business days over 3
consecutive calendar months;

‘‘(iv) a contract of sale for future delivery on
the index is traded on or subject to the rules of
a foreign board of trade and meets such require-
ments as are jointly established by rule or regu-
lation by the Commission and the Commodity
Futures Trading Commission;

‘‘(v) no more than 18 months have passed
since the date of enactment of the Commodity
Futures Modernization Act of 2000 and—

‘‘(I) it is traded on or subject to the rules of
a foreign board of trade;

‘‘(II) the offer and sale in the United States of
a contract of sale for future delivery on the
index was authorized before the date of the en-
actment of the Commodity Futures Moderniza-
tion Act of 2000; and

‘‘(III) the conditions of such authorization
continue to be met; or

‘‘(vi) a contract of sale for future delivery on
the index is traded on or subject to the rules of
a board of trade and meets such requirements as
are jointly established by rule, regulation, or
order by the Commission and the Commodity
Futures Trading Commission.

‘‘(D) Within 1 year after the enactment of the
Commodity Futures Modernization Act of 2000,
the Commission and the Commodity Futures
Trading Commission jointly shall adopt rules or
regulations that set forth the requirements
under clause (iv) of subparagraph (C).

‘‘(E) An index that is a narrow-based security
index solely because it was a narrow-based se-
curity index for more than 45 business days over
3 consecutive calendar months pursuant to
clause (iii) of subparagraph (C) shall not be a
narrow-based security index for the 3 following
calendar months.

‘‘(F) For purposes of subparagraphs (B) and
(C) of this paragraph—

‘‘(i) the dollar value of average daily trading
volume and the market capitalization shall be
calculated as of the preceding 6 full calendar
months; and

‘‘(ii) the Commission and the Commodity Fu-
tures Trading Commission shall, by rule or regu-
lation, jointly specify the method to be used to
determine market capitalization and dollar
value of average daily trading volume.

‘‘(56) The term ‘security futures product’
means a security future or any put, call, strad-
dle, option, or privilege on any security future.

‘‘(57)(A) The term ‘margin’, when used with
respect to a security futures product, means the
amount, type, and form of collateral required to
secure any extension or maintenance of credit,
or the amount, type, and form of collateral re-
quired as a performance bond related to the pur-
chase, sale, or carrying of a security futures
product.

‘‘(B) The terms ‘margin level’ and ‘level of
margin’, when used with respect to a security
futures product, mean the amount of margin re-
quired to secure any extension or maintenance
of credit, or the amount of margin required as a
performance bond related to the purchase, sale,
or carrying of a security futures product.

‘‘(C) The terms ‘higher margin level’ and
‘higher level of margin’, when used with respect
to a security futures product, mean a margin
level established by a national securities ex-
change registered pursuant to section 6(g) that
is higher than the minimum amount established
and in effect pursuant to section 7(c)(2)(B).’’.
SEC. 202. REGULATORY RELIEF FOR MARKETS

TRADING SECURITY FUTURES PROD-
UCTS.

(a) EXPEDITED REGISTRATION AND EXEMP-
TION.—Section 6 of the Securities Exchange Act
of 1934 (15 U.S.C. 78f) is amended by adding at
the end the following:

‘‘(g) NOTICE REGISTRATION OF SECURITY FU-
TURES PRODUCT EXCHANGES.—

‘‘(1) REGISTRATION REQUIRED.—An exchange
that lists or trades security futures products
may register as a national securities exchange
solely for the purposes of trading security fu-
tures products if—

‘‘(A) the exchange is a board of trade, as that
term is defined by the Commodity Exchange Act
(7 U.S.C. 1a(2)), that—

‘‘(i) has been designated a contract market by
the Commodity Futures Trading Commission
and such designation is not suspended by order
of the Commodity Futures Trading Commission;
or

‘‘(ii) is registered as a derivative transaction
execution facility under section 5a of the Com-
modity Exchange Act and such registration is
not suspended by the Commodity Futures Trad-
ing Commission; and

‘‘(B) such exchange does not serve as a mar-
ket place for transactions in securities other
than—

‘‘(i) security futures products; or
‘‘(ii) futures on exempted securities or groups

or indexes of securities or options thereon that
have been authorized under section 2(a)(1)(C) of
the Commodity Exchange Act.

‘‘(2) REGISTRATION BY NOTICE FILING.—
‘‘(A) FORM AND CONTENT.—An exchange re-

quired to register only because such exchange
lists or trades security futures products may reg-
ister for purposes of this section by filing with
the Commission a written notice in such form as
the Commission, by rule, may prescribe con-
taining the rules of the exchange and such other
information and documents concerning such ex-
change, comparable to the information and doc-
uments required for national securities ex-
changes under section 6(a), as the Commission,
by rule, may prescribe as necessary or appro-
priate in the public interest or for the protection
of investors. If such exchange has filed docu-
ments with the Commodity Futures Trading
Commission, to the extent that such documents
contain information satisfying the Commission’s
informational requirements, copies of such docu-
ments may be filed with the Commission in lieu
of the required written notice.

‘‘(B) IMMEDIATE EFFECTIVENESS.—Such reg-
istration shall be effective contemporaneously
with the submission of notice, in written or elec-
tronic form, to the Commission, except that such
registration shall not be effective if such reg-
istration would be subject to suspension or rev-
ocation.

‘‘(C) TERMINATION.—Such registration shall
be terminated immediately if any of the condi-
tions for registration set forth in this subsection
are no longer satisfied.

‘‘(3) PUBLIC AVAILABILITY.—The Commission
shall promptly publish in the Federal Register
an acknowledgment of receipt of all notices the
Commission receives under this subsection and
shall make all such notices available to the pub-
lic.

‘‘(4) EXEMPTION OF EXCHANGES FROM SPECI-
FIED PROVISIONS.—

‘‘(A) TRANSACTION EXEMPTIONS.—An ex-
change that is registered under paragraph (1) of
this subsection shall be exempt from, and shall
not be required to enforce compliance by its
members with, and its members shall not, solely
with respect to those transactions effected on
such exchange in security futures products, be
required to comply with, the following provi-
sions of this title and the rules thereunder:

‘‘(i) Subsections (b)(2), (b)(3), (b)(4), (b)(7),
(b)(9), (c), (d), and (e) of this section.

‘‘(ii) Section 8.
‘‘(iii) Section 11.
‘‘(iv) Subsections (d), (f), and (k) of section 17.
‘‘(v) Subsections (a), (f), and (h) of section 19.
‘‘(B) RULE CHANGE EXEMPTIONS.—An ex-

change that registered under paragraph (1) of
this subsection shall also be exempt from submit-
ting proposed rule changes pursuant to section
19(b) of this title, except that—

‘‘(i) such exchange shall file proposed rule
changes related to higher margin levels, fraud

or manipulation, recordkeeping, reporting, list-
ing standards, or decimal pricing for security
futures products, sales practices for security fu-
tures products for persons who effect trans-
actions in security futures products, or rules ef-
fectuating such exchange’s obligation to enforce
the securities laws pursuant to section 19(b)(7);

‘‘(ii) such exchange shall file pursuant to sec-
tions 19(b)(1) and 19(b)(2) proposed rule changes
related to margin, except for changes resulting
in higher margin levels; and

‘‘(iii) such exchange shall file pursuant to sec-
tion 19(b)(1) proposed rule changes that have
been abrogated by the Commission pursuant to
section 19(b)(7)(C).

‘‘(5) TRADING IN SECURITY FUTURES PROD-
UCTS.—

‘‘(A) IN GENERAL.—Subject to subparagraph
(B), it shall be unlawful for any person to exe-
cute or trade a security futures product until
the later of—

‘‘(i) 1 year after the date of enactment of the
Commodity Futures Modernization Act of 2000;
or

‘‘(ii) such date that a futures association reg-
istered under section 17 of the Commodity Ex-
change Act has met the requirements set forth in
section 15A(k)(2) of this title.

‘‘(B) PRINCIPAL-TO-PRINCIPAL TRANS-
ACTIONS.—Notwithstanding subparagraph (A), a
person may execute or trade a security futures
product transaction if—

‘‘(i) the transaction is entered into—
‘‘(I) on a principal-to-principal basis between

parties trading for their own accounts or as de-
scribed in section 1a(12)(B)(ii) of the Commodity
Exchange Act; and

‘‘(II) only between eligible contract partici-
pants (as defined in subparagraphs (A), (B)(ii),
and (C) of such section 1a(12)) at the time at
which the persons enter into the agreement,
contract, or transaction; and

‘‘(ii) the transaction is entered into on or after
the later of—

‘‘(I) 8 months after the date of enactment of
the Commodity Futures Modernization Act of
2000; or

‘‘(II) such date that a futures association reg-
istered under section 17 of the Commodity Ex-
change Act has met the requirements set forth in
section 15A(k)(2) of this title.’’.

(b) COMMISSION REVIEW OF PROPOSED RULE
CHANGES.—

(1) EXPEDITED REVIEW.—Section 19(b) of the
Securities Exchange Act of 1934 (15 U.S.C.
78s(b)) is amended by adding at the end the fol-
lowing:

‘‘(7) SECURITY FUTURES PRODUCT RULE
CHANGES.—

‘‘(A) FILING REQUIRED.—A self-regulatory or-
ganization that is an exchange registered with
the Commission pursuant to section 6(g) of this
title or that is a national securities association
registered pursuant to section 15A(k) of this title
shall file with the Commission, in accordance
with such rules as the Commission may pre-
scribe, copies of any proposed rule change or
any proposed change in, addition to, or deletion
from the rules of such self-regulatory organiza-
tion (hereinafter in this paragraph collectively
referred to as a ‘proposed rule change’) that re-
lates to higher margin levels, fraud or manipu-
lation, recordkeeping, reporting, listing stand-
ards, or decimal pricing for security futures
products, sales practices for security futures
products for persons who effect transactions in
security futures products, or rules effectuating
such self-regulatory organization’s obligation to
enforce the securities laws. Such proposed rule
change shall be accompanied by a concise gen-
eral statement of the basis and purpose of such
proposed rule change. The Commission shall,
upon the filing of any proposed rule change,
promptly publish notice thereof together with
the terms of substance of the proposed rule
change or a description of the subjects and
issues involved. The Commission shall give in-
terested persons an opportunity to submit data,
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views, and arguments concerning such proposed
rule change.

‘‘(B) FILING WITH CFTC.—A proposed rule
change filed with the Commission pursuant to
subparagraph (A) shall be filed concurrently
with the Commodity Futures Trading Commis-
sion. Such proposed rule change may take effect
upon filing of a written certification with the
Commodity Futures Trading Commission under
section 5c(c) of the Commodity Exchange Act,
upon a determination by the Commodity Fu-
tures Trading Commission that review of the
proposed rule change is not necessary, or upon
approval of the proposed rule change by the
Commodity Futures Trading Commission.

‘‘(C) ABROGATION OF RULE CHANGES.—Any
proposed rule change of a self-regulatory orga-
nization that has taken effect pursuant to sub-
paragraph (B) may be enforced by such self-reg-
ulatory organization to the extent such rule is
not inconsistent with the provisions of this title,
the rules and regulations thereunder, and appli-
cable Federal law. At any time within 60 days of
the date of the filing of a written certification
with the Commodity Futures Trading Commis-
sion under section 5c(c) of the Commodity Ex-
change Act, the date the Commodity Futures
Trading Commission determines that review of
such proposed rule change is not necessary, or
the date the Commodity Futures Trading Com-
mission approves such proposed rule change, the
Commission, after consultation with the Com-
modity Futures Trading Commission, may sum-
marily abrogate the proposed rule change and
require that the proposed rule change be refiled
in accordance with the provisions of paragraph
(1), if it appears to the Commission that such
proposed rule change unduly burdens competi-
tion or efficiency, conflicts with the securities
laws, or is inconsistent with the public interest
and the protection of investors. Commission ac-
tion pursuant to the preceding sentence shall
not affect the validity or force of the rule
change during the period it was in effect and
shall not be reviewable under section 25 of this
title nor deemed to be a final agency action for
purposes of section 704 of title 5, United States
Code.

‘‘(D) REVIEW OF RESUBMITTED ABROGATED
RULES.—

‘‘(i) PROCEEDINGS.—Within 35 days of the date
of publication of notice of the filing of a pro-
posed rule change that is abrogated in accord-
ance with subparagraph (C) and refiled in ac-
cordance with paragraph (1), or within such
longer period as the Commission may designate
up to 90 days after such date if the Commission
finds such longer period to be appropriate and
publishes its reasons for so finding or as to
which the self-regulatory organization consents,
the Commission shall—

‘‘(I) by order approve such proposed rule
change; or

‘‘(II) after consultation with the Commodity
Futures Trading Commission, institute pro-
ceedings to determine whether the proposed rule
change should be disapproved. Proceedings
under subclause (II) shall include notice of the
grounds for disapproval under consideration
and opportunity for hearing and be concluded
within 180 days after the date of publication of
notice of the filing of the proposed rule change.
At the conclusion of such proceedings, the Com-
mission, by order, shall approve or disapprove
such proposed rule change. The Commission
may extend the time for conclusion of such pro-
ceedings for up to 60 days if the Commission
finds good cause for such extension and pub-
lishes its reasons for so finding or for such
longer period as to which the self-regulatory or-
ganization consents.

‘‘(ii) GROUNDS FOR APPROVAL.—The Commis-
sion shall approve a proposed rule change of a
self-regulatory organization under this subpara-
graph if the Commission finds that such pro-
posed rule change does not unduly burden com-
petition or efficiency, does not conflict with the
securities laws, and is not inconsistent with the

public interest or the protection of investors.
The Commission shall disapprove such a pro-
posed rule change of a self-regulatory organiza-
tion if it does not make such finding. The Com-
mission shall not approve any proposed rule
change prior to the 30th day after the date of
publication of notice of the filing thereof, unless
the Commission finds good cause for so doing
and publishes its reasons for so finding.’’.

(2) DECIMAL PRICING PROVISIONS.—Section
19(b) of the Securities Exchange Act of 1934 (15
U.S.C. 78s(b)) is amended by inserting after
paragraph (7), as added by paragraph (1), the
following:

‘‘(8) DECIMAL PRICING.—Not later than 9
months after the date on which trading in any
security futures product commences under this
title, all self-regulatory organizations listing or
trading security futures products shall file pro-
posed rule changes necessary to implement dec-
imal pricing of security futures products. The
Commission may not require such rules to con-
tain equal minimum increments in such decimal
pricing.’’.

(3) CONSULTATION PROVISIONS.—Section 19(b)
of the Securities Exchange Act of 1934 (15 U.S.C.
78s(b)) is amended by inserting after paragraph
(8), as added by paragraph (2), the following:

‘‘(9) CONSULTATION WITH CFTC.—
‘‘(A) CONSULTATION REQUIRED.—The Commis-

sion shall consult with and consider the views of
the Commodity Futures Trading Commission
prior to approving or disapproving a proposed
rule change filed by a national securities asso-
ciation registered pursuant to section 15A(a) or
a national securities exchange subject to the
provisions of subsection (a) that primarily con-
cerns conduct related to transactions in security
futures products, except where the Commission
determines that an emergency exists requiring
expeditious or summary action and publishes its
reasons therefor.

‘‘(B) RESPONSES TO CFTC COMMENTS AND FIND-
INGS.—If the Commodity Futures Trading Com-
mission comments in writing to the Commission
on a proposed rule that has been published for
comment, the Commission shall respond in writ-
ing to such written comment before approving or
disapproving the proposed rule. If the Com-
modity Futures Trading Commission determines,
and notifies the Commission, that such rule, if
implemented or as applied, would—

‘‘(i) adversely affect the liquidity or efficiency
of the market for security futures products; or

‘‘(ii) impose any burden on competition not
necessary or appropriate in furtherance of the
purposes of this section,
the Commission shall, prior to approving or dis-
approving the proposed rule, find that such rule
is necessary and appropriate in furtherance of
the purposes of this section notwithstanding the
Commodity Futures Trading Commission’s deter-
mination.’’.

(c) REVIEW OF DISCIPLINARY PROCEEDINGS.—
Section 19(d) of the Securities Exchange Act of
1934 (15 U.S.C. 78s(d)) is amended by adding at
the end the following:

‘‘(3) The provisions of this subsection shall
apply to an exchange registered pursuant to sec-
tion 6(g) of this title or a national securities as-
sociation registered pursuant to section 15A(k)
of this title only to the extent that such ex-
change or association imposes any final discipli-
nary sanction for—

‘‘(A) a violation of the Federal securities laws
or the rules and regulations thereunder; or

‘‘(B) a violation of a rule of such exchange or
association, as to which a proposed change
would be required to be filed under section 19 of
this title, except that, to the extent that the ex-
change or association rule violation relates to
any account, agreement, contract, or trans-
action, this subsection shall apply only to the
extent such violation involves a security futures
product.’’.

SEC. 203. REGULATORY RELIEF FOR INTER-
MEDIARIES TRADING SECURITY FU-
TURES PRODUCTS.

(a) EXPEDITED REGISTRATION AND EXEMP-
TIONS.—

(1) AMENDMENT.—Section 15(b) of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78o(b)) is
amended by adding at the end the following:

‘‘(11) BROKER/DEALER REGISTRATION WITH RE-
SPECT TO TRANSACTIONS IN SECURITY FUTURES
PRODUCTS.—

‘‘(A) NOTICE REGISTRATION.—
‘‘(i) CONTENTS OF NOTICE.—Notwithstanding

paragraphs (1) and (2), a broker or dealer re-
quired to register only because it effects trans-
actions in security futures products on an ex-
change registered pursuant to section 6(g) may
register for purposes of this section by filing
with the Commission a written notice in such
form and containing such information con-
cerning such broker or dealer and any persons
associated with such broker or dealer as the
Commission, by rule, may prescribe as necessary
or appropriate in the public interest or for the
protection of investors. A broker or dealer may
not register under this paragraph unless that
broker or dealer is a member of a national secu-
rities association registered under section
15A(k).

‘‘(ii) IMMEDIATE EFFECTIVENESS.—Such reg-
istration shall be effective contemporaneously
with the submission of notice, in written or elec-
tronic form, to the Commission, except that such
registration shall not be effective if the registra-
tion would be subject to suspension or revoca-
tion under paragraph (4).

‘‘(iii) SUSPENSION.—Such registration shall be
suspended immediately if a national securities
association registered pursuant to section 15A(k)
of this title suspends the membership of that
broker or dealer.

‘‘(iv) TERMINATION.—Such registration shall
be terminated immediately if any of the above
stated conditions for registration set forth in
this paragraph are no longer satisfied.

‘‘(B) EXEMPTIONS FOR REGISTERED BROKERS
AND DEALERS.—A broker or dealer registered
pursuant to the requirements of subparagraph
(A) shall be exempt from the following provi-
sions of this title and the rules thereunder with
respect to transactions in security futures prod-
ucts:

‘‘(i) Section 8.
‘‘(ii) Section 11.
‘‘(iii) Subsections (c)(3) and (c)(5) of this sec-

tion.
‘‘(iv) Section 15B.
‘‘(v) Section 15C.
‘‘(vi) Subsections (d), (e), (f), (g), (h), and (i)

of section 17.’’.
(2) CONFORMING AMENDMENT.—Section 28(e) of

the Securities Exchange Act of 1934 (15 U.S.C.
78bb(e)) is amended by adding at the end the
following:

‘‘(4) The provisions of this subsection shall
not apply with regard to securities that are se-
curity futures products.’’.

(b) FLOOR BROKERS AND FLOOR TRADERS.—
Section 15(b) of the Securities Exchange Act of
1934 (15 U.S.C. 78o(b)) is amended by inserting
after paragraph (11), as added by subsection (a),
the following:

‘‘(12) EXEMPTION FOR SECURITY FUTURES
PRODUCT EXCHANGE MEMBERS.—

‘‘(A) REGISTRATION EXEMPTION.—A natural
person shall be exempt from the registration re-
quirements of this section if such person—

‘‘(i) is a member of a designated contract mar-
ket registered with the Commission as an ex-
change pursuant to section 6(g);

‘‘(ii) effects transactions only in securities on
the exchange of which such person is a member;
and

‘‘(iii) does not directly accept or solicit orders
from public customers or provide advice to pub-
lic customers in connection with the trading of
security futures products.
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‘‘(B) OTHER EXEMPTIONS.—A natural person

exempt from registration pursuant to subpara-
graph (A) shall also be exempt from the fol-
lowing provisions of this title and the rules
thereunder:

‘‘(i) Section 8.
‘‘(ii) Section 11.
‘‘(iii) Subsections (c)(3), (c)(5), and (e) of this

section.
‘‘(iv) Section 15B.
‘‘(v) Section 15C.
‘‘(vi) Subsections (d), (e), (f), (g), (h), and (i)

of section 17.’’.
(c) LIMITED PURPOSE NATIONAL SECURITIES

ASSOCIATION.—Section 15A of the Securities Ex-
change Act of 1934 (15 U.S.C. 78o–3) is amended
by adding at the end the following:

‘‘(k) LIMITED PURPOSE NATIONAL SECURITIES
ASSOCIATION.—

‘‘(1) REGULATION OF MEMBERS WITH RESPECT
TO SECURITY FUTURES PRODUCTS.—A futures as-
sociation registered under section 17 of the Com-
modity Exchange Act shall be a registered na-
tional securities association for the limited pur-
pose of regulating the activities of members who
are registered as brokers or dealers in security
futures products pursuant to section 15(b)(11).

‘‘(2) REQUIREMENTS FOR REGISTRATION.—Such
a securities association shall—

‘‘(A) be so organized and have the capacity to
carry out the purposes of the securities laws ap-
plicable to security futures products and to com-
ply, and (subject to any rule or order of the
Commission pursuant to section 19(g)(2)) to en-
force compliance by its members and persons as-
sociated with its members, with the provisions of
the securities laws applicable to security futures
products, the rules and regulations thereunder,
and its rules;

‘‘(B) have rules that—
‘‘(i) are designed to prevent fraudulent and

manipulative acts and practices, to promote just
and equitable principles of trade, and, in gen-
eral, to protect investors and the public interest,
including rules governing sales practices and
the advertising of security futures products rea-
sonably comparable to those of other national
securities associations registered pursuant to
subsection (a) that are applicable to security fu-
tures products; and

‘‘(ii) are not designed to regulate by virtue of
any authority conferred by this title matters not
related to the purposes of this title or the admin-
istration of the association;

‘‘(C) have rules that provide that (subject to
any rule or order of the Commission pursuant to
section 19(g)(2)) its members and persons associ-
ated with its members shall be appropriately dis-
ciplined for violation of any provision of the se-
curities laws applicable to security futures prod-
ucts, the rules or regulations thereunder, or the
rules of the association, by expulsion, suspen-
sion, limitation of activities, functions, and op-
erations, fine, censure, being suspended or
barred from being associated with a member, or
any other fitting sanction; and

‘‘(D) have rules that ensure that members and
natural persons associated with members meet
such standards of training, experience, and
competence necessary to effect transactions in
security futures products and are tested for
their knowledge of securities and security fu-
tures products.

‘‘(3) EXEMPTION FROM RULE CHANGE SUBMIS-
SION.—Such a securities association shall be ex-
empt from submitting proposed rule changes
pursuant to section 19(b) of this title, except
that—

‘‘(A) the association shall file proposed rule
changes related to higher margin levels, fraud
or manipulation, recordkeeping, reporting, list-
ing standards, or decimal pricing for security
futures products, sales practices for, advertising
of, or standards of training, experience, com-
petence, or other qualifications for security fu-
tures products for persons who effect trans-
actions in security futures products, or rules ef-
fectuating the association’s obligation to enforce
the securities laws pursuant to section 19(b)(7);

‘‘(B) the association shall file pursuant to sec-
tions 19(b)(1) and 19(b)(2) proposed rule changes
related to margin, except for changes resulting
in higher margin levels; and

‘‘(C) the association shall file pursuant to sec-
tion 19(b)(1) proposed rule changes that have
been abrogated by the Commission pursuant to
section 19(b)(7)(C).

‘‘(4) OTHER EXEMPTIONS.—Such a securities
association shall be exempt from and shall not
be required to enforce compliance by its mem-
bers, and its members shall not, solely with re-
spect to their transactions effected in security
futures products, be required to comply, with
the following provisions of this title and the
rules thereunder:

‘‘(A) Section 8.
‘‘(B) Subsections (b)(1), (b)(3), (b)(4), (b)(5),

(b)(8), (b)(10), (b)(11), (b)(12), (b)(13), (c), (d),
(e), (f), (g), (h), and (i) of this section.

‘‘(C) Subsections (d), (f), and (k) of section 17.
‘‘(D) Subsections (a), (f), and (h) of section

19.’’.
(d) EXEMPTION UNDER THE SECURITIES INVES-

TOR PROTECTION ACT OF 1970.—
(1) Section 16(14) of the Securities Investor

Protection Act of 1970 (15 U.S.C. 78lll(14)) is
amended by inserting ‘‘or any security future as
that term is defined in section 3(a)(55)(A) of the
Securities Exchange Act of 1934,’’ after ‘‘certifi-
cate of deposit for a security,’’.

(2) Section 3(a)(2)(A) of the Securities Investor
Protection Act of 1970 (15 U.S.C. 78ccc(a)(2)(A))
is amended—

(A) in clause (i), by striking ‘‘and’’ after the
semicolon;

(B) in clause (ii), by striking the period and
inserting ‘‘; and’’; and

(C) by adding at the end the following:
‘‘(iii) persons who are registered as a broker or

dealer pursuant to section 15(b)(11)(A) of the Se-
curities Exchange Act of 1934.’’.
SEC. 204. SPECIAL PROVISIONS FOR INTER-

AGENCY COOPERATION.
Section 17(b) of the Securities Exchange Act of

1934 (15 U.S.C. 78q(b)) is amended—
(1) by striking ‘‘(b) All’’ and inserting the fol-

lowing:
‘‘(b) RECORDS SUBJECT TO EXAMINATION.—
‘‘(1) PROCEDURES FOR COOPERATION WITH

OTHER AGENCIES.—All’’;
(2) by striking ‘‘prior to conducting any such

examination of a registered clearing’’ and in-
serting the following: ‘‘prior to conducting any
such examination of a—

‘‘(A) registered clearing’’;
(3) by redesignating the last sentence as para-

graph (4)(C);
(4) by striking the period at the end of the

first sentence and inserting the following: ‘‘; or
‘‘(B) broker or dealer registered pursuant to

section 15(b)(11), exchange registered pursuant
to section 6(g), or national securities association
registered pursuant to section 15A(k) gives no-
tice to the Commodity Futures Trading Commis-
sion of such proposed examination and consults
with the Commodity Futures Trading Commis-
sion concerning the feasibility and desirability
of coordinating such examination with examina-
tions conducted by the Commodity Futures
Trading Commission in order to avoid unneces-
sary regulatory duplication or undue regulatory
burdens for such broker or dealer or exchange.’’;

(5) by adding at the end the following new
paragraphs:

‘‘(2) FURNISHING DATA AND REPORTS TO
CFTC.—The Commission shall notify the Com-
modity Futures Trading Commission of any ex-
amination conducted of any broker or dealer
registered pursuant to section 15(b)(11), ex-
change registered pursuant to section 6(g), or
national securities association registered pursu-
ant to section 15A(k) and, upon request, furnish
to the Commodity Futures Trading Commission
any examination report and data supplied to, or
prepared by, the Commission in connection with
such examination.

‘‘(3) USE OF CFTC REPORTS.—Prior to con-
ducting an examination under paragraph (1),

the Commission shall use the reports of exami-
nations, if the information available therein is
sufficient for the purposes of the examination,
of—

‘‘(A) any broker or dealer registered pursuant
to section 15(b)(11);

‘‘(B) exchange registered pursuant to section
6(g); or

‘‘(C) national securities association registered
pursuant to section 15A(k);
that is made by the Commodity Futures Trading
Commission, a national securities association
registered pursuant to section 15A(k), or an ex-
change registered pursuant to section 6(g).

‘‘(4) RULES OF CONSTRUCTION.—
‘‘(A) Notwithstanding any other provision of

this subsection, the records of a broker or dealer
registered pursuant to section 15(b)(11), an ex-
change registered pursuant to section 6(g), or a
national securities association registered pursu-
ant to section 15A(k) described in this subpara-
graph shall not be subject to routine periodic ex-
aminations by the Commission.

‘‘(B) Any recordkeeping rules adopted under
this subsection for a broker or dealer registered
pursuant to section 15(b)(11), an exchange reg-
istered pursuant to section 6(g), or a national
securities association registered pursuant to sec-
tion 15A(k) shall be limited to records with re-
spect to persons, accounts, agreements, con-
tracts, and transactions involving security fu-
tures products.’’; and

(6) in paragraph (4)(C) (as redesignated by
paragraph (3) of this section), by striking
‘‘Nothing in the proviso to the preceding sen-
tence’’ and inserting ‘‘Nothing in the proviso in
paragraph (1)’’.
SEC. 205. MAINTENANCE OF MARKET INTEGRITY

FOR SECURITY FUTURES PRODUCTS.
(a) ADDITION OF SECURITY FUTURES PRODUCTS

TO OPTION-SPECIFIC ENFORCEMENT PROVI-
SIONS.—

(1) PROHIBITION AGAINST MANIPULATION.—Sec-
tion 9(b) of the Securities Exchange Act of 1934
(15 U.S.C. 78i(b)) is amended—

(A) in paragraph (1)—
(i) by inserting ‘‘(A)’’ after ‘‘acquires’’; and
(ii) by striking ‘‘; or’’ and inserting ‘‘; or (B)

any security futures product on the security;
or’’;

(B) in paragraph (2)—
(i) by inserting ‘‘(A)’’ after ‘‘interest in any’’;

and
(ii) by striking ‘‘; or’’ and inserting ‘‘; or (B)

such security futures product; or’’; and
(C) in paragraph (3)—
(i) by inserting ‘‘(A)’’ after ‘‘interest in any’’;

and
(ii) by inserting ‘‘; or (B) such security futures

product’’ after ‘‘privilege’’.
(2) MANIPULATION IN OPTIONS AND OTHER DE-

RIVATIVE PRODUCTS.—Section 9(g) of the Securi-
ties Exchange Act of 1934 (15 U.S.C. 78i(g)) is
amended—

(A) by inserting ‘‘(1)’’ after ‘‘(g)’’;
(B) by inserting ‘‘other than a security fu-

tures product’’ after ‘‘future delivery’’; and
(C) by adding at the end following:
‘‘(2) Notwithstanding the Commodity Ex-

change Act, the Commission shall have the au-
thority to regulate the trading of any security
futures product to the extent provided in the se-
curities laws.’’.

(3) LIABILITY OF CONTROLLING PERSONS AND
PERSONS WHO AID AND ABET VIOLATIONS.—Sec-
tion 20(d) of the Securities Exchange Act of 1934
(15 U.S.C. 78t(d)) is amended by striking ‘‘or
privilege’’ and inserting ‘‘, privilege, or security
futures product’’.

(4) LIABILITY TO CONTEMPORANEOUS TRADERS
FOR INSIDER TRADING.—Section 21A(a)(1) of the
Securities Exchange Act of 1934 (15 U.S.C. 78u–
1(a)(1)) is amended by striking ‘‘standardized
options, the Commission—’’ and inserting
‘‘standardized options or security futures prod-
ucts, the Commission—’’.

(5) ENFORCEMENT CONSULTATION.—Section 21
of the Securities Exchange Act of 1934 (15 U.S.C.
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78u) is amended by adding at the end the fol-
lowing:

‘‘(i) INFORMATION TO CFTC.—The Commission
shall provide the Commodity Futures Trading
Commission with notice of the commencement of
any proceeding and a copy of any order entered
by the Commission against any broker or dealer
registered pursuant to section 15(b)(11), any ex-
change registered pursuant to section 6(g), or
any national securities association registered
pursuant to section 15A(k).’’.
SEC. 206. SPECIAL PROVISIONS FOR THE TRAD-

ING OF SECURITY FUTURES PROD-
UCTS.

(a) LISTING STANDARDS AND CONDITIONS FOR
TRADING.—Section 6 of the Securities Exchange
Act of 1934 (15 U.S.C. 78f) is amended by insert-
ing after subsection (g), as added by section 202,
the following:

‘‘(h) TRADING IN SECURITY FUTURES PROD-
UCTS.—

‘‘(1) TRADING ON EXCHANGE OR ASSOCIATION
REQUIRED.—It shall be unlawful for any person
to effect transactions in security futures prod-
ucts that are not listed on a national securities
exchange or a national securities association
registered pursuant to section 15A(a).

‘‘(2) LISTING STANDARDS REQUIRED.—Except as
otherwise provided in paragraph (7), a national
securities exchange or a national securities asso-
ciation registered pursuant to section 15A(a)
may trade only security futures products that
(A) conform with listing standards that such ex-
change or association files with the Commission
under section 19(b) and (B) meet the criteria
specified in section 2(a)(1)(D)(i) of the Com-
modity Exchange Act.

‘‘(3) REQUIREMENTS FOR LISTING STANDARDS
AND CONDITIONS FOR TRADING.—Such listing
standards shall—

‘‘(A) except as otherwise provided in a rule,
regulation, or order issued pursuant to para-
graph (4), require that any security underlying
the security future, including each component
security of a narrow-based security index, be
registered pursuant to section 12 of this title;

‘‘(B) require that if the security futures prod-
uct is not cash settled, the market on which the
security futures product is traded have arrange-
ments in place with a registered clearing agency
for the payment and delivery of the securities
underlying the security futures product;

‘‘(C) be no less restrictive than comparable
listing standards for options traded on a na-
tional securities exchange or national securities
association registered pursuant to section 15A(a)
of this title;

‘‘(D) except as otherwise provided in a rule,
regulation, or order issued pursuant to para-
graph (4), require that the security future be
based upon common stock and such other equity
securities as the Commission and the Commodity
Futures Trading Commission jointly determine
appropriate;

‘‘(E) require that the security futures product
is cleared by a clearing agency that has in place
provisions for linked and coordinated clearing
with other clearing agencies that clear security
futures products, which permits the security fu-
tures product to be purchased on one market
and offset on another market that trades such
product;

‘‘(F) require that only a broker or dealer sub-
ject to suitability rules comparable to those of a
national securities association registered pursu-
ant to section 15A(a) effect transactions in the
security futures product;

‘‘(G) require that the security futures product
be subject to the prohibition against dual trad-
ing in section 4j of the Commodity Exchange Act
(7 U.S.C. 6j) and the rules and regulations
thereunder or the provisions of section 11(a) of
this title and the rules and regulations there-
under, except to the extent otherwise permitted
under this title and the rules and regulations
thereunder;

‘‘(H) require that trading in the security fu-
tures product not be readily susceptible to ma-

nipulation of the price of such security futures
product, nor to causing or being used in the ma-
nipulation of the price of any underlying secu-
rity, option on such security, or option on a
group or index including such securities;

‘‘(I) require that procedures be in place for co-
ordinated surveillance among the market on
which the security futures product is traded,
any market on which any security underlying
the security futures product is traded, and other
markets on which any related security is traded
to detect manipulation and insider trading;

‘‘(J) require that the market on which the se-
curity futures product is traded has in place
audit trails necessary or appropriate to facili-
tate the coordinated surveillance required in
subparagraph (I);

‘‘(K) require that the market on which the se-
curity futures product is traded has in place
procedures to coordinate trading halts between
such market and any market on which any se-
curity underlying the security futures product is
traded and other markets on which any related
security is traded; and

‘‘(L) require that the margin requirements for
a security futures product comply with the regu-
lations prescribed pursuant to section 7(c)(2)(B),
except that nothing in this subparagraph shall
be construed to prevent a national securities ex-
change or national securities association from
requiring higher margin levels for a security fu-
tures product when it deems such action to be
necessary or appropriate.

‘‘(4) AUTHORITY TO MODIFY CERTAIN LISTING
STANDARD REQUIREMENTS.—

‘‘(A) AUTHORITY TO MODIFY.—The Commis-
sion and the Commodity Futures Trading Com-
mission, by rule, regulation, or order, may joint-
ly modify the listing standard requirements
specified in subparagraph (A) or (D) of para-
graph (3) to the extent such modification fosters
the development of fair and orderly markets in
security futures products, is necessary or appro-
priate in the public interest, and is consistent
with the protection of investors.

‘‘(B) AUTHORITY TO GRANT EXEMPTIONS.—The
Commission and the Commodity Futures Trad-
ing Commission, by order, may jointly exempt
any person from compliance with the listing
standard requirement specified in subparagraph
(E) of paragraph (3) to the extent such exemp-
tion fosters the development of fair and orderly
markets in security futures products, is nec-
essary or appropriate in the public interest, and
is consistent with the protection of investors.

‘‘(5) REQUIREMENTS FOR OTHER PERSONS TRAD-
ING SECURITY FUTURE PRODUCTS.—It shall be
unlawful for any person (other than a national
securities exchange or a national securities asso-
ciation registered pursuant to section 15A(a)) to
constitute, maintain, or provide a marketplace
or facilities for bringing together purchasers and
sellers of security future products or to other-
wise perform with respect to security future
products the functions commonly performed by
a stock exchange as that term is generally un-
derstood, unless a national securities associa-
tion registered pursuant to section 15A(a) or a
national securities exchange of which such per-
son is a member—

‘‘(A) has in place procedures for coordinated
surveillance among such person, the market
trading the securities underlying the security
future products, and other markets trading re-
lated securities to detect manipulation and in-
sider trading;

‘‘(B) has rules to require audit trails nec-
essary or appropriate to facilitate the coordi-
nated surveillance required in subparagraph
(A); and

‘‘(C) has rules to require such person to co-
ordinate trading halts with markets trading the
securities underlying the security future prod-
ucts and other markets trading related securi-
ties.

‘‘(6) DEFERRAL OF OPTIONS ON SECURITY FU-
TURES TRADING.—No person shall offer to enter
into, enter into, or confirm the execution of any

put, call, straddle, option, or privilege on a se-
curity future, except that, after 3 years after the
date of enactment of this subsection, the Com-
mission and the Commodity Futures Trading
Commission may by order jointly determine to
permit trading of puts, calls, straddles, options,
or privileges on any security future authorized
to be traded under the provisions of this Act and
the Commodity Exchange Act.

‘‘(7) DEFERRAL OF LINKED AND COORDINATED
CLEARING.—

‘‘(A) Notwithstanding paragraph (2), until the
compliance date, a national securities exchange
or national securities association registered pur-
suant to section 15A(a) may trade a security fu-
tures product that does not—

‘‘(i) conform with any listing standard pro-
mulgated to meet the requirement specified in
subparagraph (E) of paragraph (3); or

‘‘(ii) meet the criterion specified in section
2(a)(1)(D)(i)(IV) of the Commodity Exchange
Act.

‘‘(B) The Commission and the Commodity Fu-
tures Trading Commission shall jointly publish
in the Federal Register a notice of the compli-
ance date no later than 165 days before the com-
pliance date.

‘‘(C) For purposes of this paragraph, the term
‘compliance date’ means the later of—

‘‘(i) 180 days after the end of the first full cal-
endar month period in which the average aggre-
gate comparable share volume for all security
futures products based on single equity securi-
ties traded on all national securities exchanges,
any national securities associations registered
pursuant to section 15A(a), and all other per-
sons equals or exceeds 10 percent of the average
aggregate comparable share volume of options
on single equity securities traded on all national
securities exchanges and any national securities
associations registered pursuant to section
15A(a); or

‘‘(ii) 2 years after the date on which trading
in any security futures product commences
under this title.’’.

(b) MARGIN.—Section 7 of the Securities Ex-
change Act of 1934 (15 U.S.C. 78g) is amended—

(1) in subsection (a), by inserting ‘‘or a secu-
rity futures product’’ after ‘‘exempted security’’;

(2) in subsection (c)(1)(A), by inserting ‘‘ex-
cept as provided in paragraph (2),’’ after ‘‘secu-
rity),’’;

(3) by redesignating paragraph (2) of sub-
section (c) as paragraph (3) of such subsection;
and

(4) by inserting after paragraph (1) of such
subsection the following:

‘‘(2) MARGIN REGULATIONS.—
‘‘(A) COMPLIANCE WITH MARGIN RULES RE-

QUIRED.—It shall be unlawful for any broker,
dealer, or member of a national securities ex-
change to, directly or indirectly, extend or
maintain credit to or for, or collect margin from
any customer on, any security futures product
unless such activities comply with the
regulations—

‘‘(i) which the Board shall prescribe pursuant
to subparagraph (B); or

‘‘(ii) if the Board determines to delegate the
authority to prescribe such regulations, which
the Commission and the Commodity Futures
Trading Commission shall jointly prescribe pur-
suant to subparagraph (B).
If the Board delegates the authority to prescribe
such regulations under clause (ii) and the Com-
mission and the Commodity Futures Trading
Commission have not jointly prescribed such
regulations within a reasonable period of time
after the date of such delegation, the Board
shall prescribe such regulations pursuant to
subparagraph (B).

‘‘(B) CRITERIA FOR ISSUANCE OF RULES.—The
Board shall prescribe, or, if the authority is del-
egated pursuant to subparagraph (A)(ii), the
Commission and the Commodity Futures Trad-
ing Commission shall jointly prescribe, such reg-
ulations to establish margin requirements, in-
cluding the establishment of levels of margin
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(initial and maintenance) for security futures
products under such terms, and at such levels,
as the Board deems appropriate, or as the Com-
mission and the Commodity Futures Trading
Commission jointly deem appropriate—

‘‘(i) to preserve the financial integrity of mar-
kets trading security futures products;

‘‘(ii) to prevent systemic risk;
‘‘(iii) to require that—
‘‘(I) the margin requirements for a security fu-

ture product be consistent with the margin re-
quirements for comparable option contracts
traded on any exchange registered pursuant to
section 6(a) of this title; and

‘‘(II) initial and maintenance margin levels
for a security future product not be lower than
the lowest level of margin, exclusive of premium,
required for any comparable option contract
traded on any exchange registered pursuant to
section 6(a) of this title, other than an option on
a security future;
except that nothing in this subparagraph shall
be construed to prevent a national securities ex-
change or national securities association from
requiring higher margin levels for a security fu-
ture product when it deems such action to be
necessary or appropriate; and

‘‘(iv) to ensure that the margin requirements
(other than levels of margin), including the
type, form, and use of collateral for security fu-
tures products, are and remain consistent with
the requirements established by the Board, pur-
suant to subparagraphs (A) and (B) of para-
graph (1).’’.

(c) INCORPORATION OF SECURITY FUTURES
PRODUCTS INTO THE NATIONAL MARKET SYS-
TEM.—Section 11A of the Securities Exchange
Act of 1934 (15 U.S.C. 78k–1) is amended by add-
ing at the end the following:

‘‘(e) NATIONAL MARKETS SYSTEM FOR SECU-
RITY FUTURES PRODUCTS.—

‘‘(1) CONSULTATION AND COOPERATION RE-
QUIRED.—With respect to security futures prod-
ucts, the Commission and the Commodity Fu-
tures Trading Commission shall consult and co-
operate so that, to the maximum extent prac-
ticable, their respective regulatory responsibil-
ities may be fulfilled and the rules and regula-
tions applicable to security futures products
may foster a national market system for security
futures products if the Commission and the
Commodity Futures Trading Commission jointly
determine that such a system would be con-
sistent with the congressional findings in sub-
section (a)(1). In accordance with this objective,
the Commission shall, at least 15 days prior to
the issuance for public comment of any proposed
rule or regulation under this section concerning
security futures products, consult and request
the views of the Commodity Futures Trading
Commission.

‘‘(2) APPLICATION OF RULES BY ORDER OF
CFTC.—No rule adopted pursuant to this section
shall be applied to any person with respect to
the trading of security futures products on an
exchange that is registered under section 6(g)
unless the Commodity Futures Trading Commis-
sion has issued an order directing that such rule
is applicable to such persons.’’.

(d) INCORPORATION OF SECURITY FUTURES
PRODUCTS INTO THE NATIONAL SYSTEM FOR
CLEARANCE AND SETTLEMENT.—Section 17A(b) of
the Securities Exchange Act of 1934 (15 U.S.C.
78q–1(b)) is amended by adding at the end the
following:

‘‘(7)(A) A clearing agency that is regulated di-
rectly or indirectly by the Commodity Futures
Trading Commission through its association
with a designated contract market for security
futures products that is a national securities ex-
change registered pursuant to section 6(g), and
that would be required to register pursuant to
paragraph (1) of this subsection only because it
performs the functions of a clearing agency with
respect to security futures products effected pur-
suant to the rules of the designated contract
market with which such agency is associated, is
exempted from the provisions of this section and

the rules and regulations thereunder, except
that if such a clearing agency performs the
functions of a clearing agency with respect to a
security futures product that is not cash settled,
it must have arrangements in place with a reg-
istered clearing agency to effect the payment
and delivery of the securities underlying the se-
curity futures product.

‘‘(B) Any clearing agency that performs the
functions of a clearing agency with respect to
security futures products must coordinate with
and develop fair and reasonable links with any
and all other clearing agencies that perform the
functions of a clearing agency with respect to
security futures products, in order to permit, as
of the compliance date (as defined in section
6(h)(6)(C)), security futures products to be pur-
chased on one market and offset on another
market that trades such products.’’.

(e) MARKET EMERGENCY POWERS AND CIRCUIT
BREAKERS.—Section 12(k) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78l(k)) is
amended—

(1) in paragraph (1), by adding at the end the
following: ‘‘If the actions described in subpara-
graph (A) or (B) involve a security futures prod-
uct, the Commission shall consult with and con-
sider the views of the Commodity Futures Trad-
ing Commission.’’; and

(2) in paragraph (2)(B), by inserting after the
first sentence the following: ‘‘If the actions de-
scribed in subparagraph (A) involve a security
futures product, the Commission shall consult
with and consider the views of the Commodity
Futures Trading Commission.’’.

(f) TRANSACTION FEES.—Section 31 of the Se-
curities Exchange Act of 1934 (15 U.S.C. 78ee) is
amended—

(1) in subsection (a), by inserting ‘‘and assess-
ments’’ after ‘‘fees’’;

(2) in subsections (b), (c), and (d)(1), by strik-
ing ‘‘and other evidences of indebtedness’’ and
inserting ‘‘other evidences of indebtedness, and
security futures products’’;

(3) in subsection (f), by inserting ‘‘or assess-
ment’’ after ‘‘fee’’;

(4) in subsection (g), by inserting ‘‘and assess-
ment’’ after ‘‘fee’’;

(5) by redesignating subsections (e), (f), and
(g) as subsections (f), (g), and (h), respectively;
and

(6) by inserting after subsection (d) the fol-
lowing new subsection:

‘‘(e) ASSESSMENTS ON SECURITY FUTURES
TRANSACTIONS.—Each national securities ex-
change and national securities association shall
pay to the Commission an assessment equal to
$0.02 for each round turn transaction (treated
as including one purchase and one sale of a
contract of sale for future delivery) on a secu-
rity future traded on such national securities
exchange or by or through any member of such
association otherwise than on a national securi-
ties exchange, except that for fiscal year 2007 or
any succeeding fiscal year such assessment shall
be equal to $0.0075 for each such transaction.
Assessments collected pursuant to this sub-
section shall be deposited and collected as gen-
eral revenue of the Treasury.’’.

(g) EXEMPTION FROM SHORT SALE PROVI-
SIONS.—Section 10(a) of the Securities Exchange
Act of 1934 (15 U.S.C 78j(a)) is amended—

(1) by inserting ‘‘(1)’’ after ‘‘(a)’’; and
(2) by adding at the end the following:
‘‘(2) Paragraph (1) of this subsection shall not

apply to security futures products.’’.
(h) RULEMAKING AUTHORITY TO ADDRESS DU-

PLICATIVE REGULATION OF DUAL REGISTRANTS.—
Section 15(c)(3) of the Securities Exchange Act
of 1934 (15 U.S.C. 78o(c)(3))is amended—

(1) by inserting ‘‘(A)’’ after ‘‘(3)’’; and
(2) by adding at the end the following:
‘‘(B) Consistent with this title, the Commis-

sion, in consultation with the Commodity Fu-
tures Trading Commission, shall issue such
rules, regulations, or orders as are necessary to
avoid duplicative or conflicting regulations ap-
plicable to any broker or dealer registered with

the Commission pursuant to section 15(b) (except
paragraph (11) thereof), that is also registered
with the Commodity Futures Trading Commis-
sion pursuant to section 4f(a) of the Commodity
Exchange Act (except paragraph (2) thereof),
with respect to the application of (i) the provi-
sions of section 8, section 15(c)(3), and section 17
of this title and the rules and regulations there-
under related to the treatment of customer
funds, securities, or property, maintenance of
books and records, financial reporting, or other
financial responsibility rules, involving security
futures products and (ii) similar provisions of
the Commodity Exchange Act and rules and reg-
ulations thereunder involving security futures
products.’’.

(i) OBLIGATION TO ADDRESS DUPLICATIVE
REGULATION OF DUAL REGISTRANTS.—Section 6
of the Securities Exchange Act of 1934 (15 U.S.C
78f) is amended by inserting after subsection (h),
as added by subsection (a) of this section, the
following:

‘‘(i) Consistent with this title, each national
securities exchange registered pursuant to sub-
section (a) of this section shall issue such rules
as are necessary to avoid duplicative or con-
flicting rules applicable to any broker or dealer
registered with the Commission pursuant to sec-
tion 15(b) (except paragraph (11) thereof), that
is also registered with the Commodity Futures
Trading Commission pursuant to section 4f(a) of
the Commodity Exchange Act (except paragraph
(2) thereof), with respect to the application of—

(1) rules of such national securities exchange
of the type specified in section 15(c)(3)(B) in-
volving security futures products; and

(2) similar rules of national securities ex-
changes registered pursuant to section 6(g) and
national securities associations registered pursu-
ant to section 15A(k) involving security futures
products.’’.

(j) OBLIGATION TO ADDRESS DUPLICATIVE
REGULATION OF DUAL REGISTRANTS.—Section
15A of the Securities Exchange Act of 1934 (15
U.S.C 78o–3) is amended by inserting after sub-
section (k), as added by section 203, the fol-
lowing:

‘‘(l) Consistent with this title, each national
securities association registered pursuant to sub-
section (a) of this section shall issue such rules
as are necessary to avoid duplicative or con-
flicting rules applicable to any broker or dealer
registered with the Commission pursuant to sec-
tion 15(b) (except paragraph (11) thereof), that
is also registered with the Commodity Futures
Trading Commission pursuant to section 4f(a) of
the Commodity Exchange Act (except paragraph
(2) thereof), with respect to the application of—

‘‘(1) rules of such national securities associa-
tion of the type specified in section 15(c)(3)(B)
involving security futures products; and

‘‘(2) similar rules of national securities asso-
ciations registered pursuant to subsection (k) of
this section and national securities exchanges
registered pursuant to section 6(g) involving se-
curity futures products.’’.

(k) OBLIGATION TO PUT IN PLACE PROCEDURES
AND ADOPT RULES.—

(1) NATIONAL SECURITIES ASSOCIATIONS.—Sec-
tion 15A of the Securities Exchange Act of 1934
(15 U.S.C. 78o–3) is amended by inserting after
subsection (l), as added by subsection (j) of this
section, the following new subsection:

‘‘(m) PROCEDURES AND RULES FOR SECURITY
FUTURE PRODUCTS.—A national securities asso-
ciation registered pursuant to subsection (a)
shall, not later than 8 months after the date of
enactment of the Commodity Futures Mod-
ernization Act of 2000, implement the procedures
specified in section 6(h)(5)(A) of this title and
adopt the rules specified in subparagraphs (B)
and (C) of section 6(h)(5) of this title.’’.

(2) NATIONAL SECURITIES EXCHANGES.—Section
6 of the Securities Exchange Act of 1934 (15
U.S.C. 78f) is amended by inserting after sub-
section (i), as added by subsection (i) of this sec-
tion, the following new subsection:
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‘‘(j) PROCEDURES AND RULES FOR SECURITY

FUTURE PRODUCTS.—A national securities ex-
change registered pursuant to subsection (a)
shall implement the procedures specified in sec-
tion 6(h)(5)(A) of this title and adopt the rules
specified in subparagraphs (B) and (C) of sec-
tion 6(h)(5) of this title not later than 8 months
after the date of receipt of a request from an al-
ternative trading system for such implementa-
tion and rules.’’.

(l) OBLIGATION TO ADDRESS SECURITY FU-
TURES PRODUCTS TRADED ON FOREIGN EX-
CHANGES.—Section 6 of the Securities Exchange
Act of 1934 (15 U.S.C. 78f) is amended by adding
after subsection (j), as added by subsection (k)
of this section, the following—

‘‘(k)(1) To the extent necessary or appropriate
in the public interest, to promote fair competi-
tion, and consistent with the promotion of mar-
ket efficiency, innovation, and expansion of in-
vestment opportunities, the protection of inves-
tors, and the maintenance of fair and orderly
markets, the Commission and the Commodity
Futures Trading Commission shall jointly issue
such rules, regulations, or orders as are nec-
essary and appropriate to permit the offer and
sale of a security futures product traded on or
subject to the rules of a foreign board of trade
to United States persons.

‘‘(2) The rules, regulations, or orders adopted
under paragraph (1) shall take into account, as
appropriate, the nature and size of the markets
that the securities underlying the security fu-
tures product reflect.’’.
SEC. 207. CLEARANCE AND SETTLEMENT.

Section 17A(b) of the Securities Exchange Act
of 1934 (15 U.S.C. 78q–1(b)) is amended—

(1) in paragraph (3)(A), by inserting ‘‘and de-
rivative agreements, contracts, and trans-
actions’’ after ‘‘prompt and accurate clearance
and settlement of securities transactions’’;

(2) in paragraph (3)(F), by inserting ‘‘and, to
the extent applicable, derivative agreements,
contracts, and transactions’’ after ‘‘designed to
promote the prompt and accurate clearance and
settlement of securities transactions’’; and

(3) by inserting after paragraph (7), as added
by section 206(d), the following:

‘‘(8) A registered clearing agency shall be per-
mitted to provide facilities for the clearance and
settlement of any derivative agreements, con-
tracts, or transactions that are excluded from
the Commodity Exchange Act, subject to the re-
quirements of this section and to such rules and
regulations as the Commission may prescribe as
necessary or appropriate in the public interest,
for the protection of investors, or otherwise in
furtherance of the purposes of this title.’’.
SEC. 208. AMENDMENTS RELATING TO REGISTRA-

TION AND DISCLOSURE ISSUES
UNDER THE SECURITIES ACT OF 1933
AND THE SECURITIES EXCHANGE
ACT OF 1934.

(a) AMENDMENTS TO THE SECURITIES ACT OF
1933.—

(1) TREATMENT OF SECURITY FUTURES PROD-
UCTS.—Section 2(a) of the Securities Act of 1933
(15 U.S.C. 77b(a)) is amended—

(A) in paragraph (1), by inserting ‘‘security
future,’’ after ‘‘treasury stock,’’;

(B) in paragraph (3), by adding at the end the
following: ‘‘Any offer or sale of a security fu-
tures product by or on behalf of the issuer of the
securities underlying the security futures prod-
uct, an affiliate of the issuer, or an underwriter,
shall constitute a contract for sale of, sale of,
offer for sale, or offer to sell the underlying se-
curities.’’;

(C) by adding at the end the following:
‘‘(16) The terms ‘security future’, ‘narrow-

based security index’, and ‘security futures
product’ have the same meanings as provided in
section 3(a)(55) of the Securities Exchange Act
of 1934.’’.

(2) EXEMPTION FROM REGISTRATION.—Section
3(a) of the Securities Act of 1933 (15 U.S.C.
77c(a)) is amended by adding at the end the fol-
lowing:

‘‘(14) Any security futures product that is—
‘‘(A) cleared by a clearing agency registered

under section 17A of the Securities Exchange
Act of 1934 or exempt from registration under
subsection (b)(7) of such section 17A; and

‘‘(B) traded on a national securities exchange
or a national securities association registered
pursuant to section 15A(a) of the Securities Ex-
change Act of 1934.’’.

(3) CONFORMING AMENDMENT.—Section
12(a)(2) of the Securities Act of 1933 (15 U.S.C.
77l(a)(2)) is amended by striking ‘‘paragraph
(2)’’ and inserting ‘‘paragraphs (2) and (14)’’.

(b) AMENDMENTS TO THE SECURITIES EX-
CHANGE ACT OF 1934.—

(1) EXEMPTION FROM REGISTRATION.—Section
12(a) of the Securities Exchange Act of 1934 (15
U.S.C. 78l(a)) is amended by adding at the end
the following: ‘‘The provisions of this subsection
shall not apply in respect of a security futures
product traded on a national securities ex-
change.’’.

(2) EXEMPTIONS FROM REPORTING REQUIRE-
MENT.—Section 12(g)(5) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78l(g)(5)) is
amended by adding at the end the following:
‘‘For purposes of this subsection, a security fu-
tures product shall not be considered a class of
equity security of the issuer of the securities un-
derlying the security futures product.’’.

(3) TRANSACTIONS BY CORPORATE INSIDERS.—
Section 16 of the Securities Exchange Act of 1934
(15 U.S.C. 78p) is amended by adding at the end
the following:

‘‘(f) TREATMENT OF TRANSACTIONS IN SECU-
RITY FUTURES PRODUCTS.—The provisions of
this section shall apply to ownership of and
transactions in security futures products.’’.
SEC. 209. AMENDMENTS TO THE INVESTMENT

COMPANY ACT OF 1940 AND THE IN-
VESTMENT ADVISERS ACT OF 1940.

(a) DEFINITIONS UNDER THE INVESTMENT COM-
PANY ACT OF 1940 AND THE INVESTMENT ADVIS-
ERS ACT OF 1940.—

(1) Section 2(a)(36) of the Investment Com-
pany Act of 1940 (15 U.S.C. 80a–2(a)(36)) is
amended by inserting ‘‘security future,’’ after
‘‘treasury stock,’’.

(2) Section 202(a)(18) of the Investment Advis-
ers Act of 1940 (15 U.S.C. 80b–2(a)(18)) is amend-
ed by inserting ‘‘security future,’’ after ‘‘treas-
ury stock,’’.

(3) Section 2(a) of the Investment Company
Act of 1940 (15 U.S.C. 80a–2(a)) is amended by
adding at the end the following:

‘‘(52) The terms ‘security future’ and ‘narrow-
based security index’ have the same meanings as
provided in section 3(a)(55) of the Securities Ex-
change Act of 1934.’’.

(4) Section 202(a) of the Investment Advisers
Act of 1940 (15 U.S.C. 80b–2(a)) is amended by
adding at the end the following:

‘‘(27) The terms ‘security future’ and ‘narrow-
based security index’ have the same meanings as
provided in section 3(a)(55) of the Securities Ex-
change Act of 1934.’’.

(b) OTHER PROVISION.—Section 203(b) of the
Investment Advisers Act of 1940 (15 U.S.C. 80b–
3(b)) is amended—

(1) by striking ‘‘or’’ at the end of paragraph
(4);

(2) by striking the period at the end of para-
graph (5) and inserting ‘‘; or’’; and

(3) by adding at the end the following:
‘‘(6) any investment adviser that is registered

with the Commodity Futures Trading Commis-
sion as a commodity trading advisor whose busi-
ness does not consist primarily of acting as an
investment adviser, as defined in section
202(a)(11) of this title, and that does not act as
an investment adviser to—

‘‘(A) an investment company registered under
title I of this Act; or

‘‘(B) a company which has elected to be a
business development company pursuant to sec-
tion 54 of title I of this Act and has not with-
drawn its election.’’.
SEC. 210. PREEMPTION OF STATE LAWS.

Section 28(a) of the Securities Exchange Act of
1934 (15 U.S.C. 78bb(a)) is amended—

(1) in the last sentence—
(A) by inserting ‘‘subject to this title’’ after

‘‘privilege, or other security’’; and
(B) by striking ‘‘any such instrument, if such

instrument is traded pursuant to rules and regu-
lations of a self-regulatory organization that
are filed with the Commission pursuant to sec-
tion 19(b) of this Act’’ and inserting ‘‘any such
security’’; and

(2) by adding at the end the following new
sentence: ‘‘No provision of State law regarding
the offer, sale, or distribution of securities shall
apply to any transaction in a security futures
product, except that this sentence shall not be
construed as limiting any State antifraud law of
general applicability.’’.

Subtitle B—Amendments to the Commodity
Exchange Act

SEC. 251. JURISDICTION OF SECURITIES AND EX-
CHANGE COMMISSION; OTHER PRO-
VISIONS.

(a) JURISDICTION OF SECURITIES AND EX-
CHANGE COMMISSION.—

(1) Section 2(a)(1)(C) of the Commodity Ex-
change Act (7 U.S.C. 2a) (as redesignated by
section 34(a)(2)(C)) is amended—

(A) in clause (ii)—
(i) by inserting ‘‘or register a derivatives

transaction execution facility that trades or exe-
cutes,’’ after ‘‘contract market in,’’;

(ii) by inserting after ‘‘contracts) for future
delivery’’ the following: ‘‘, and no derivatives
transaction execution facility shall trade or exe-
cute such contracts of sale (or options on such
contracts) for future delivery,’’;

(iii) by striking ‘‘making such application
demonstrates and the Commission expressly
finds that the specific contract (or option on
such contract) with respect to which the appli-
cation has been made meets’’ and inserting ‘‘or
the derivatives transaction execution facility,
and the applicable contract, meet’’;

(iv) by striking subclause (III) of clause (ii)
and inserting the following:

‘‘(III) Such group or index of securities shall
not constitute a narrow-based security index.’’;

(B) by striking clause (iii);
(C) by striking clause (iv) and inserting the

following:
‘‘(iii) If, in its discretion, the Commission de-

termines that a stock index futures contract,
notwithstanding its conformance with the re-
quirements in clause (ii) of this subparagraph,
can reasonably be used as a surrogate for trad-
ing a security (including a security futures
product), it may, by order, require such contract
and any option thereon be traded and regulated
as security futures products as defined in sec-
tion 3(a)(56) of the Securities Exchange Act of
1934 and section 1a of this Act subject to all
rules and regulations applicable to security fu-
tures products under this Act and the securities
laws as defined in section 3(a)(47) of the Securi-
ties Exchange Act of 1934.’’; and

(D) by redesignating clause (v) as clause (iv).
(2) Section 2(a)(1) of the Commodity Exchange

Act (7 U.S.C. 2, 2a, 4) is amended by adding at
the end the following:

‘‘(D)(i) Notwithstanding any other provision
of this Act, the Securities and Exchange Com-
mission shall have jurisdiction and authority
over security futures as defined in section
3(a)(55) of the Securities Exchange Act of 1934,
section 2(a)(16) of the Securities Act of 1933, sec-
tion 2(a)(52) of the Investment Company Act of
1940, and section 202(a)(27) of the Investment
Advisers Act of 1940, options on security futures,
and persons effecting transactions in security
futures and options thereon, and this Act shall
apply to and the Commission shall have juris-
diction with respect to accounts, agreements (in-
cluding any transaction which is of the char-
acter of, or is commonly known to the trade as,
an ‘option’, ‘privilege’, ‘indemnity’, ‘bid’,
‘offer’, ‘put’, ‘call’, ‘advance guaranty’, or ‘de-
cline guaranty’), contracts, and transactions in-
volving, and may designate a board of trade as
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a contract market in, or register a derivatives
transaction execution facility that trades or exe-
cutes, a security futures product as defined in
section 1a of this Act: Provided, however, That,
except as provided in clause (vi) of this subpara-
graph, no board of trade shall be designated as
a contract market with respect to, or registered
as a derivatives transaction execution facility
for, any such contracts of sale for future deliv-
ery unless the board of trade and the applicable
contract meet the following criteria:

‘‘(I) Except as otherwise provided in a rule,
regulation, or order issued pursuant to clause
(v) of this subparagraph, any security under-
lying the security future, including each compo-
nent security of a narrow-based security index,
is registered pursuant to section 12 of the Secu-
rities Exchange Act of 1934.

‘‘(II) If the security futures product is not
cash settled, the board of trade on which the se-
curity futures product is traded has arrange-
ments in place with a clearing agency registered
pursuant to section 17A of the Securities Ex-
change Act of 1934 for the payment and delivery
of the securities underlying the security futures
product.

‘‘(III) Except as otherwise provided in a rule,
regulation, or order issued pursuant to clause
(v) of this subparagraph, the security future is
based upon common stock and such other equity
securities as the Commission and the Securities
and Exchange Commission jointly determine ap-
propriate.

‘‘(IV) The security futures product is cleared
by a clearing agency that has in place provi-
sions for linked and coordinated clearing with
other clearing agencies that clear security fu-
tures products, which permits the security fu-
tures product to be purchased on a designated
contract market, registered derivatives trans-
action execution facility, national securities ex-
change registered under section 6(a) of the Secu-
rities Exchange Act of 1934, or national securi-
ties association registered pursuant to section
15A(a) of the Securities Exchange Act of 1934
and offset on another designated contract mar-
ket, registered derivatives transaction execution
facility, national securities exchange registered
under section 6(a) of the Securities Exchange
Act of 1934, or national securities association
registered pursuant to section 15A(a) of the Se-
curities Exchange Act of 1934.

‘‘(V) Only futures commission merchants, in-
troducing brokers, commodity trading advisors,
commodity pool operators or associated persons
subject to suitability rules comparable to those
of a national securities association registered
pursuant to section 15A(a) of the Securities Ex-
change Act of 1934 solicit, accept any order for,
or otherwise deal in any transaction in or in
connection with the security futures product.

‘‘(VI) The security futures product is subject
to a prohibition against dual trading in section
4j of this Act and the rules and regulations
thereunder or the provisions of section 11(a) of
the Securities Exchange Act of 1934 and the
rules and regulations thereunder, except to the
extent otherwise permitted under the Securities
Exchange Act of 1934 and the rules and regula-
tions thereunder.

‘‘(VII) Trading in the security futures product
is not readily susceptible to manipulation of the
price of such security futures product, nor to
causing or being used in the manipulation of the
price of any underlying security, option on such
security, or option on a group or index includ-
ing such securities;

‘‘(VIII) The board of trade on which the secu-
rity futures product is traded has procedures in
place for coordinated surveillance among such
board of trade, any market on which any secu-
rity underlying the security futures product is
traded, and other markets on which any related
security is traded to detect manipulation and in-
sider trading, except that, if the board of trade
is an alternative trading system, a national se-
curities association registered pursuant to sec-
tion 15A(a) of the Securities Exchange Act of

1934 or national securities exchange registered
pursuant to section 6(a) of the Securities Ex-
change Act of 1934 of which such alternative
trading system is a member has in place such
procedures.

‘‘(IX) The board of trade on which the secu-
rity futures product is traded has in place audit
trails necessary or appropriate to facilitate the
coordinated surveillance required in subclause
(VIII), except that, if the board of trade is an
alternative trading system, a national securities
association registered pursuant to section 15A(a)
of the Securities Exchange Act of 1934 or na-
tional securities exchange registered pursuant to
section 6(a) of the Securities Exchange Act of
1934 of which such alternative trading system is
a member has rules to require such audit trails.

‘‘(X) The board of trade on which the security
futures product is traded has in place proce-
dures to coordinate trading halts between such
board of trade and markets on which any secu-
rity underlying the security futures product is
traded and other markets on which any related
security is traded, except that, if the board of
trade is an alternative trading system, a na-
tional securities association registered pursuant
to section 15A(a) of the Securities Exchange Act
of 1934 or national securities exchange reg-
istered pursuant to section 6(a) of the Securities
Exchange Act of 1934 of which such alternative
trading system is a member has rules to require
such coordinated trading halts.

‘‘(XI) The margin requirements for a security
futures product comply with the regulations
prescribed pursuant to section 7(c)(2)(B) of the
Securities Exchange Act of 1934, except that
nothing in this subclause shall be construed to
prevent a board of trade from requiring higher
margin levels for a security futures product
when it deems such action to be necessary or ap-
propriate.

‘‘(ii) It shall be unlawful for any person to
offer, to enter into, to execute, to confirm the
execution of, or to conduct any office or busi-
ness anywhere in the United States, its terri-
tories or possessions, for the purpose of solic-
iting, or accepting any order for, or otherwise
dealing in, any transaction in, or in connection
with, a security futures product unless—

‘‘(I) the transaction is conducted on or subject
to the rules of a board of trade that—

‘‘(aa) has been designated by the Commission
as a contract market in such security futures
product; or

‘‘(bb) is a registered derivatives transaction
execution facility for the security futures prod-
uct that has provided a certification with re-
spect to the security futures product pursuant to
clause (vii);

‘‘(II) the contract is executed or consummated
by, through, or with a member of the contract
market or registered derivatives transaction exe-
cution facility; and

‘‘(III) the security futures product is evi-
denced by a record in writing which shows the
date, the parties to such security futures prod-
uct and their addresses, the property covered,
and its price, and each contract market member
or registered derivatives transaction execution
facility member shall keep the record for a pe-
riod of 3 years from the date of the transaction,
or for a longer period if the Commission so di-
rects, which record shall at all times be open to
the inspection of any duly authorized represent-
ative of the Commission.

‘‘(iii)(I) Except as provided in subclause (II)
but notwithstanding any other provision of this
Act, no person shall offer to enter into, enter
into, or confirm the execution of any option on
a security future.

‘‘(II) After 3 years after the date of the enact-
ment of the Commodity Futures Modernization
Act of 2000, the Commission and the Securities
and Exchange Commission may by order jointly
determine to permit trading of options on any
security future authorized to be traded under
the provisions of this Act and the Securities Ex-
change Act of 1934.

‘‘(iv)(I) All relevant records of a futures com-
mission merchant or introducing broker reg-
istered pursuant to section 4f(a)(2), floor broker
or floor trader exempt from registration pursu-
ant to section 4f(a)(3), associated person exempt
from registration pursuant to section 4k(6), or
board of trade designated as a contract market
in a security futures product pursuant to sec-
tion 5f shall be subject to such reasonable peri-
odic or special examinations by representatives
of the Commission as the Commission deems nec-
essary or appropriate in the public interest, for
the protection of investors, or otherwise in fur-
therance of the purposes of this Act, and the
Commission, before conducting any such exam-
ination, shall give notice to the Securities and
Exchange Commission of the proposed examina-
tion and consult with the Securities and Ex-
change Commission concerning the feasibility
and desirability of coordinating the examination
with examinations conducted by the Securities
and Exchange Commission in order to avoid un-
necessary regulatory duplication or undue regu-
latory burdens for the registrant or board of
trade.

‘‘(II) The Commission shall notify the Securi-
ties and Exchange Commission of any examina-
tion conducted of any futures commission mer-
chant or introducing broker registered pursuant
to section 4f(a)(2), floor broker or floor trader
exempt from registration pursuant to section
4f(a)(3), associated person exempt from registra-
tion pursuant to section 4k(6), or board of trade
designated as a contract market in a security
futures product pursuant to section 5f, and,
upon request, furnish to the Securities and Ex-
change Commission any examination report and
data supplied to or prepared by the Commission
in connection with the examination.

‘‘(III) Before conducting an examination
under subclause (I), the Commission shall use
the reports of examinations, unless the informa-
tion sought is unavailable in the reports, of any
futures commission merchant or introducing
broker registered pursuant to section 4f(a)(2),
floor broker or floor trader exempt from registra-
tion pursuant to section 4f(a)(3), associated per-
son exempt from registration pursuant to section
4k(6), or board of trade designated as a contract
market in a security futures product pursuant
to section 5f that is made by the Securities and
Exchange Commission, a national securities as-
sociation registered pursuant to section 15A(a)
of the Securities Exchange Act of 1934 (15 U.S.C.
78o–3(a)), or a national securities exchange reg-
istered pursuant to section 6(a) of the Securities
Exchange Act of 1934 (15 U.S.C. 78f(a)).

‘‘(IV) Any records required under this sub-
section for a futures commission merchant or in-
troducing broker registered pursuant to section
4f(a)(2), floor broker or floor trader exempt from
registration pursuant to section 4f(a)(3), associ-
ated person exempt from registration pursuant
to section 4k(6), or board of trade designated as
a contract market in a security futures product
pursuant to section 5f, shall be limited to
records with respect to accounts, agreements,
contracts, and transactions involving security
futures products.

‘‘(v)(I) The Commission and the Securities and
Exchange Commission, by rule, regulation, or
order, may jointly modify the criteria specified
in subclause (I) or (III) of clause (i), including
the trading of security futures based on securi-
ties other than equity securities, to the extent
such modification fosters the development of fair
and orderly markets in security futures prod-
ucts, is necessary or appropriate in the public
interest, and is consistent with the protection of
investors.

‘‘(II) The Commission and the Securities and
Exchange Commission, by order, may jointly ex-
empt any person from compliance with the cri-
terion specified in clause (i)(IV) to the extent
such exemption fosters the development of fair
and orderly markets in security futures prod-
ucts, is necessary or appropriate in the public
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interest, and is consistent with the protection of
investors.

‘‘(vi)(I) Notwithstanding clauses (i) and (vii),
until the compliance date, a board of trade shall
not be required to meet the criterion specified in
clause (i)(IV).

‘‘(II) The Commission and the Securities and
Exchange Commission shall jointly publish in
the Federal Register a notice of the compliance
date no later than 165 days before the compli-
ance date.

‘‘(III) For purposes of this clause, the term
‘compliance date’ means the later of—

‘‘(aa) 180 days after the end of the first full
calendar month period in which the average ag-
gregate comparable share volume for all security
futures products based on single equity securi-
ties traded on all designated contract markets
and registered derivatives transaction execution
facilities equals or exceeds 10 percent of the av-
erage aggregate comparable share volume of op-
tions on single equity securities traded on all
national securities exchanges registered pursu-
ant to section 6(a) of the Securities Exchange
Act of 1934 and any national securities associa-
tions registered pursuant to section 15A(a) of
such Act; or

‘‘(bb) 2 years after the date on which trading
in any security futures product commences
under this Act.

‘‘(vii) It shall be unlawful for a board of trade
to trade or execute a security futures product
unless the board of trade has provided the Com-
mission with a certification that the specific se-
curity futures product and the board of trade,
as applicable, meet the criteria specified in sub-
clauses (I) through (XI) of clause (i), except as
otherwise provided in clause (vi).’’.

(b) MARGIN ON SECURITY FUTURES.—Section
2(a)(1)(C)(vi) of the Commodity Exchange Act (7
U.S.C. 2a(vi)) (as redesignated by section 34) is
amended—

(1) by redesignating subclause (V) as sub-
clause (VI); and

(2) by striking ‘‘(vi)(I)’’ and all that follows
through subclause (IV) and inserting the fol-
lowing:

‘‘(v)(I) Notwithstanding any other provision
of this Act, any contract market in a stock index
futures contract (or option thereon) other than
a security futures product, or any derivatives
transaction execution facility on which such
contract or option is traded, shall file with the
Board of Governors of the Federal Reserve Sys-
tem any rule establishing or changing the levels
of margin (initial and maintenance) for such
stock index futures contract (or option thereon)
other than security futures products.

‘‘(II) The Board may at any time request any
contract market or derivatives transaction exe-
cution facility to set the margin for any stock
index futures contract (or option thereon), other
than for any security futures product, at such
levels as the Board in its judgment determines
are appropriate to preserve the financial integ-
rity of the contract market or derivatives trans-
action execution facility, or its clearing system,
or to prevent systemic risk. If the contract mar-
ket or derivatives transaction execution facility
fails to do so within the time specified by the
Board in its request, the Board may direct the
contract market or derivatives transaction exe-
cution facility to alter or supplement the rules
of the contract market or derivatives transaction
execution facility as specified in the request.

‘‘(III) Subject to such conditions as the Board
may determine, the Board may delegate any or
all of its authority, relating to margin for any
stock index futures contract (or option thereon),
other than security futures products, under this
clause to the Commission.

‘‘(IV) It shall be unlawful for any futures
commission merchant to, directly or indirectly,
extend or maintain credit to or for, or collect
margin from any customer on any security fu-
tures product unless such activities comply with
the regulations prescribed pursuant to section
7(c)(2)(B) of the Securities Exchange Act of 1934.

‘‘(V) Nothing in this clause shall supersede or
limit the authority granted to the Commission in
section 8a(9) to direct a contract market or reg-
istered derivatives transaction execution facil-
ity, on finding an emergency to exist, to raise
temporary margin levels on any futures con-
tract, or option on the contract covered by this
clause, or on any security futures product.’’.

(c) DUAL TRADING.—Section 4j of the Com-
modity Exchange Act (7 U.S.C. 6j) is amended to
read as follows:
‘‘SEC. 4j. RESTRICTIONS ON DUAL TRADING IN

SECURITY FUTURES PRODUCTS ON
DESIGNATED CONTRACT MARKETS
AND REGISTERED DERIVATIVES
TRANSACTION EXECUTION FACILI-
TIES.

‘‘(a) The Commission shall issue regulations to
prohibit the privilege of dual trading in security
futures products on each contract market and
registered derivatives transaction execution fa-
cility. The regulations issued by the Commission
under this section—

‘‘(1) shall provide that the prohibition of dual
trading thereunder shall take effect upon
issuance of the regulations; and

‘‘(2) shall provide exceptions, as the Commis-
sion determines appropriate, to ensure fairness
and orderly trading in security futures product
markets, including—

‘‘(A) exceptions for spread transactions and
the correction of trading errors;

‘‘(B) allowance for a customer to designate in
writing not less than once annually a named
floor broker to execute orders for such customer,
notwithstanding the regulations to prohibit the
privilege of dual trading required under this sec-
tion; and

‘‘(C) other measures reasonably designed to
accommodate unique or special characteristics
of individual boards of trade or contract mar-
kets, to address emergency or unusual market
conditions, or otherwise to further the public in-
terest consistent with the promotion of market
efficiency, innovation, and expansion of invest-
ment opportunities, the protection of investors,
and with the purposes of this section.

‘‘(b) As used in this section, the term ‘dual
trading’ means the execution of customer orders
by a floor broker during the same trading ses-
sion in which the floor broker executes any
trade in the same contract market or registered
derivatives transaction execution facility for—

‘‘(1) the account of such floor broker;
‘‘(2) an account for which such floor broker

has trading discretion; or
‘‘(3) an account controlled by a person with

whom such floor broker has a relationship
through membership in a broker association.

‘‘(c) As used in this section, the term ‘broker
association’ shall include two or more contract
market members or registered derivatives trans-
action execution facility members with floor
trading privileges of whom at least one is acting
as a floor broker, who—

‘‘(1) engage in floor brokerage activity on be-
half of the same employer,

‘‘(2) have an employer and employee relation-
ship which relates to floor brokerage activity,

‘‘(3) share profits and losses associated with
their brokerage or trading activity, or

‘‘(4) regularly share a deck of orders.’’.
(d) EXEMPTION FROM REGISTRATION FOR IN-

VESTMENT ADVISERS.—Section 4m of the Com-
modity Exchange Act (7 U.S.C. 6m) is amended
by adding at the end the following:

‘‘(3) Subsection (1) of this section shall not
apply to any commodity trading advisor that is
registered with the Securities and Exchange
Commission as an investment adviser whose
business does not consist primarily of acting as
a commodity trading advisor, as defined in sec-
tion 1a(6), and that does not act as a commodity
trading advisor to any investment trust, syn-
dicate, or similar form of enterprise that is en-
gaged primarily in trading in any commodity for
future delivery on or subject to the rules of any
contract market or registered derivatives trans-
action execution facility.’’.

(e) EXEMPTION FROM INVESTIGATIONS OF MAR-
KETS IN UNDERLYING SECURITIES.—Section 16 of
the Commodity Exchange Act (7 U.S.C. 20) is
amended by adding at the end the following:

‘‘(e) This section shall not apply to investiga-
tions involving any security underlying a secu-
rity futures product.’’.

(f) RULEMAKING AUTHORITY TO ADDRESS DU-
PLICATIVE REGULATION OF DUAL REGISTRANTS.—
Section 4d of the Commodity Exchange Act (7
U.S.C. 6d) is amended—

(1) by inserting ‘‘(a)’’ before the first undesig-
nated paragraph;

(2) by inserting ‘‘(b)’’ before the second undes-
ignated paragraph; and

(3) by adding at the end the following:
‘‘(c) Consistent with this Act, the Commission,

in consultation with the Securities and Ex-
change Commission, shall issue such rules, regu-
lations, or orders as are necessary to avoid du-
plicative or conflicting regulations applicable to
any futures commission merchant registered
with the Commission pursuant to section 4f(a)
(except paragraph (2) thereof), that is also reg-
istered with the Securities and Exchange Com-
mission pursuant to section 15(b) of the Securi-
ties Exchange Act (except paragraph (11) there-
of), involving the application of—

‘‘(1) section 8, section 15(c)(3), and section 17
of the Securities Exchange Act of 1934 and the
rules and regulations thereunder related to the
treatment of customer funds, securities, or prop-
erty, maintenance of books and records, finan-
cial reporting or other financial responsibility
rules (as defined in section 3(a)(40) of the Secu-
rities Exchange Act of 1934), involving security
futures products; and

‘‘(2) similar provisions of this Act and the
rules and regulations thereunder involving secu-
rity futures products.’’.

(g) OBLIGATION TO ADDRESS DUPLICATIVE
REGULATION OF DUAL REGISTRANTS.—Section 17
of the Commodity Exchange Act (7 U.S.C. 21) is
amended by adding at the end the following:

‘‘(r) Consistent with this Act, each futures as-
sociation registered under this section shall
issue such rules as are necessary to avoid dupli-
cative or conflicting rules applicable to any fu-
tures commission merchant registered with the
Commission pursuant to section 4f(a) of this Act
(except paragraph (2) thereof), that is also reg-
istered with the Securities and Exchange Com-
mission pursuant to section 15(b) of the Securi-
ties and Exchange Act of 1934 (except paragraph
(11) thereof), with respect to the application of—

‘‘(1) rules of such futures association of the
type specified in section 4d(3) of this Act involv-
ing security futures products; and

‘‘(2) similar rules of national securities asso-
ciations registered pursuant to section 15A(a) of
the Securities and Exchange Act of 1934 involv-
ing security futures products.’’.

(h) OBLIGATION TO ADDRESS DUPLICATIVE
REGULATION OF DUAL REGISTRANTS.—Section 5c
of the Commodity Exchange Act (as added by
section 114) is amended by adding at the end the
following:

‘‘(f) Consistent with this Act, each designated
contract market and registered derivatives
transaction execution facility shall issue such
rules as are necessary to avoid duplicative or
conflicting rules applicable to any futures com-
mission merchant registered with the Commis-
sion pursuant to section 4f(a) of this Act (except
paragraph (2) thereof), that is also registered
with the Securities and Exchange Commission
pursuant to section 15(b) of the Securities Ex-
change Act of 1934 (except paragraph (11) there-
of) with respect to the application of—

‘‘(1) rules of such designated contract market
or registered derivatives transaction execution
facility of the type specified in section 4d(3) of
this Act involving security futures products; and

‘‘(2) similar rules of national securities asso-
ciations registered pursuant to section 15A(a) of
the Securities Exchange Act of 1934 and na-
tional securities exchanges registered pursuant
to section 6(g) of such Act involving security fu-
tures products.’’.
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(i) OBLIGATION TO ADDRESS SECURITY FU-

TURES PRODUCTS TRADED ON FOREIGN EX-
CHANGES.—Section 2(a)(1) of the Commodity Ex-
change Act (7 U.S.C. 2, 2a, and 4)) is amended
by adding at the end the following:

‘‘(E)(i) To the extent necessary or appropriate
in the public interest, to promote fair competi-
tion, and consistent with promotion of market
efficiency, innovation, and expansion of invest-
ment opportunities, the protection of investors,
and the maintenance of fair and orderly mar-
kets, the Commission and the Securities and Ex-
change Commission shall jointly issue such
rules, regulations, or orders as are necessary
and appropriate to permit the offer and sale of
a security futures product traded on or subject
to the rules of a foreign board of trade to United
States persons.

‘‘(ii) The rules, regulations, or orders adopted
under clause (i) shall take into account, as ap-
propriate, the nature and size of the markets
that the securities underlying the security fu-
tures product reflects.’’.

(j) SECURITY FUTURES PRODUCTS TRADED ON
FOREIGN BOARDS OF TRADE.—Section 2(a)(1) of
the Commodity Exchange Act (7 U.S.C. 2, 2a,
and 4) is amended by adding at the end the fol-
lowing:

‘‘(F)(i) Nothing in this Act is intended to pro-
hibit a futures commission merchant from car-
rying security futures products traded on or
subject to the rules of a foreign board of trade
in the accounts of persons located outside of the
United States.

‘‘(ii) Nothing in this Act is intended to pro-
hibit any eligible contract participant located in
the United States from purchasing or carrying
securities futures products traded on or subject
to the rules of a foreign board of trade, ex-
change, or market to the same extent such per-
son may be authorized to purchase or carry
other securities traded on a foreign board of
trade, exchange, or market so long as any un-
derlying security for such security futures prod-
ucts is traded principally on, by, or through any
exchange or market located outside the United
States.’’.
SEC. 252. APPLICATION OF THE COMMODITY EX-

CHANGE ACT TO NATIONAL SECURI-
TIES EXCHANGES AND NATIONAL SE-
CURITIES ASSOCIATIONS THAT
TRADE SECURITY FUTURES.

(a) NOTICE DESIGNATION OF NATIONAL SECURI-
TIES EXCHANGES AND NATIONAL SECURITIES AS-
SOCIATIONS.—The Commodity Exchange Act is
amended by inserting after section 5e (7 U.S.C.
7b), as redesignated by section 21(1), the fol-
lowing:
‘‘SEC. 5f. DESIGNATION OF SECURITIES EX-

CHANGES AND ASSOCIATIONS AS
CONTRACT MARKETS.

‘‘(a) Any board of trade that is registered with
the Securities and Exchange Commission as a
national securities exchange, is a national secu-
rities association registered pursuant to section
15A(a) of the Securities Exchange Act of 1934, or
is an alternative trading system shall be a des-
ignated contract market in security futures
products if—

‘‘(1) such national securities exchange, na-
tional securities association, or alternative trad-
ing system lists or trades no other contracts of
sale for future delivery, except for security fu-
tures products;

‘‘(2) such national securities exchange, na-
tional securities association, or alternative trad-
ing system files written notice with the Commis-
sion in such form as the Commission, by rule,
may prescribe containing such information as
the Commission, by rule, may prescribe as nec-
essary or appropriate in the public interest or
for the protection of customers; and

‘‘(3) the registration of such national securi-
ties exchange, national securities association, or
alternative trading system is not suspended pur-
suant to an order by the Securities and Ex-
change Commission.

Such designation shall be effective contempora-
neously with the submission of notice, in writ-
ten or electronic form, to the Commission.

‘‘(b)(1) A national securities exchange, na-
tional securities association, or alternative trad-
ing system that is designated as a contract mar-
ket pursuant to section 5f shall be exempt from
the following provisions of this Act and the
rules thereunder:

‘‘(A) Subsections (c), (e), and (g) of section 4c.
‘‘(B) Section 4j.
‘‘(C) Section 5.
‘‘(D) Section 5c.
‘‘(E) Section 6a.
‘‘(F) Section 8(d).
‘‘(G) Section 9(f).
‘‘(H) Section 16.
‘‘(2) An alternative trading system that is a

designated contract market under this section
shall be required to be a member of a futures as-
sociation registered under section 17 and shall
be exempt from any provision of this Act that
would require such alternative trading system
to—

‘‘(A) set rules governing the conduct of sub-
scribers other than the conduct of such sub-
scribers’ trading on such alternative trading
system; or

‘‘(B) discipline subscribers other than by ex-
clusion from trading.

‘‘(3) To the extent that an alternative trading
system is exempt from any provision of this Act
pursuant to paragraph (2) of this subsection,
the futures association registered under section
17 of which the alternative trading system is a
member shall set rules governing the conduct of
subscribers to the alternative trading system and
discipline the subscribers.

‘‘(4)(A) Except as provided in subparagraph
(B), but notwithstanding any other provision of
this Act, the Commission, by rule, regulation, or
order, may conditionally or unconditionally ex-
empt any designated contract market in security
futures subject to the designation requirement of
this section from any provision of this Act or of
any rule or regulation thereunder, to the extent
such exemption is necessary or appropriate in
the public interest and is consistent with the
protection of investors.

‘‘(B) The Commission shall, by rule or regula-
tion, determine the procedures under which an
exemptive order under this section is granted
and may, in its sole discretion, decline to enter-
tain any application for an order of exemption
under this section.

‘‘(C) An alternative trading system shall not
be deemed to be an exchange for any purpose as
a result of the designation of such alternative
trading system as a contract market under this
section.’’.

(b) NOTICE REGISTRATION OF CERTAIN SECURI-
TIES BROKER–DEALERS; EXEMPTION FROM REG-
ISTRATION FOR CERTAIN SECURITIES BROKER–
DEALERS.—Section 4f(a) of the Commodity Ex-
change Act (7 U.S.C. 6f(a)) is amended—

(1) by inserting ‘‘(1)’’ after ‘‘(a)’’; and
(2) by adding at the end the following:
‘‘(2) Notwithstanding paragraph (1), and ex-

cept as provided in paragraph (3), any broker or
dealer that is registered with the Securities and
Exchange Commission shall be registered as a
futures commission merchant or introducing
broker, as applicable, if—

‘‘(A) the broker or dealer limits its solicitation
of orders, acceptance of orders, or execution of
orders, or placing of orders on behalf of others
involving any contracts of sale of any com-
modity for future delivery, on or subject to the
rules of any contract market or registered de-
rivatives transaction execution facility to secu-
rity futures products;

‘‘(B) the broker or dealer files written notice
with the Commission in such form as the Com-
mission, by rule, may prescribe containing such
information as the Commission, by rule, may
prescribe as necessary or appropriate in the
public interest or for the protection of investors;

‘‘(C) the registration of the broker or dealer is
not suspended pursuant to an order of the Secu-
rities and Exchange Commission; and

‘‘(D) the broker or dealer is a member of a na-
tional securities association registered pursuant
to section 15A(a) of the Securities Exchange Act
of 1934.
The registration shall be effective contempora-
neously with the submission of notice, in writ-
ten or electronic form, to the Commission.

‘‘(3) A floor broker or floor trader shall be ex-
empt from the registration requirements of sec-
tion 4e and paragraph (1) of this subsection if—

‘‘(A) the floor broker or floor trader is a
broker or dealer registered with the Securities
and Exchange Commission;

‘‘(B) the floor broker or floor trader limits its
solicitation of orders, acceptance of orders, or
execution of orders, or placing of orders on be-
half of others involving any contracts of sale of
any commodity for future delivery, on or subject
to the rules of any contract market to security
futures products; and

‘‘(C) the registration of the floor broker or
floor trader is not suspended pursuant to an
order of the Securities and Exchange Commis-
sion.’’.

(c) EXEMPTION FOR SECURITIES BROKER-DEAL-
ERS FROM CERTAIN PROVISIONS OF THE COM-
MODITY EXCHANGE ACT.—Section 4f(a) of the
Commodity Exchange Act (7 U.S.C. 6f(a)) is
amended by inserting after paragraph (3), as
added by subsection (b) of this section, the fol-
lowing:

‘‘(4)(A) A broker or dealer that is registered as
a futures commission merchant or introducing
broker pursuant to paragraph (2), or that is a
floor broker or floor trader exempt from registra-
tion pursuant to paragraph (3), shall be exempt
from the following provisions of this Act and the
rules thereunder:

‘‘(i) Subsections (b), (d), (e), and (g) of section
4c.

‘‘(ii) Sections 4d, 4e, and 4h.
‘‘(iii) Subsections (b) and (c) of this section.
‘‘(iv) Section 4j.
‘‘(v) Section 4k(1).
‘‘(vi) Section 4p.
‘‘(vii) Section 6d.
‘‘(viii) Subsections (d) and (g) of section 8.
‘‘(ix) Section 16.
‘‘(B)(i) Except as provided in clause (ii) of this

subparagraph, but notwithstanding any other
provision of this Act, the Commission, by rule,
regulation, or order, may conditionally or un-
conditionally exempt any broker or dealer sub-
ject to the registration requirement of paragraph
(2), or any broker or dealer exempt from reg-
istration pursuant to paragraph (3), from any
provision of this Act or of any rule or regulation
thereunder, to the extent the exemption is nec-
essary or appropriate in the public interest and
is consistent with the protection of investors.

‘‘(ii) The Commission shall, by rule or regula-
tion, determine the procedures under which an
exemptive order under this section shall be
granted and may, in its sole discretion, decline
to entertain any application for an order of ex-
emption under this section.

‘‘(C)(i) A broker or dealer that is registered as
a futures commission merchant or introducing
broker pursuant to paragraph (2) or an associ-
ated person thereof, or that is a floor broker or
floor trader exempt from registration pursuant
to paragraph (3), shall not be required to become
a member of any futures association registered
under section 17.

‘‘(ii) No futures association registered under
section 17 shall limit its members from carrying
an account, accepting an order, or transacting
business with a broker or dealer that is reg-
istered as a futures commission merchant or in-
troducing broker pursuant to paragraph (2) or
an associated person thereof, or that is a floor
broker or floor trader exempt from registration
pursuant to paragraph (3).’’.

(d) EXEMPTIONS FOR ASSOCIATED PERSONS OF
SECURITIES BROKER-DEALERS.—Section 4k of the
Commodity Exchange Act (7 U.S.C. 6k), is
amended by inserting after paragraph (4), as
added by subsection (c) of this section, the fol-
lowing:
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‘‘(5) Any associated person of a broker or

dealer that is registered with the Securities and
Exchange Commission, and who limits its solici-
tation of orders, acceptance of orders, or execu-
tion of orders, or placing of orders on behalf of
others involving any contracts of sale of any
commodity for future delivery or any option on
such a contract, on or subject to the rules of
any contract market or registered derivatives
transaction execution facility to security futures
products, shall be exempt from the following
provisions of this Act and the rules thereunder:

‘‘(A) Subsections (b), (d), (e), and (g) of sec-
tion 4c.

‘‘(B) Sections 4d, 4e, and 4h.
‘‘(C) Subsections (b) and (c) of section 4f.
‘‘(D) Section 4j.
‘‘(E) Paragraph (1) of this section.
‘‘(F) Section 4p.
‘‘(G) Section 6d.
‘‘(H) Subsections (d) and (g) of section 8.
‘‘(I) Section 16.’’.

SEC. 253. NOTIFICATION OF INVESTIGATIONS
AND ENFORCEMENT ACTIONS.

(a) Section 8(a) of the Commodity Exchange
Act (7 U.S.C. 12(a)) is amended by adding at the
end the following:

‘‘(3) The Commission shall provide the Securi-
ties and Exchange Commission with notice of
the commencement of any proceeding and a
copy of any order entered by the Commission
against any futures commission merchant or in-
troducing broker registered pursuant to section
4f(a)(2), any floor broker or floor trader exempt
from registration pursuant to section 4f(a)(3),
any associated person exempt from registration
pursuant to section 4k(6), or any board of trade
designated as a contract market pursuant to
section 5f.’’.

(b) Section 6 of the Commodity Exchange Act
(7 U.S.C. 8, 9, 9a, 9b, 13b, 15) is amended by
adding at the end the following:

‘‘(g) The Commission shall provide the Securi-
ties and Exchange Commission with notice of
the commencement of any proceeding and a
copy of any order entered by the Commission
pursuant to subsections (c) and (d) of this sec-
tion against any futures commission merchant
or introducing broker registered pursuant to sec-
tion 4f(a)(2), any floor broker or floor trader ex-
empt from registration pursuant to section
4f(a)(3), any associated person exempt from reg-
istration pursuant to section 4k(6), or any board
of trade designated as a contract market pursu-
ant to section 5f.’’.

(c) Section 6c of the Commodity Exchange Act
(7 U.S.C. 13a–1) is amended by adding at the
end the following:

‘‘(h) The Commission shall provide the Securi-
ties and Exchange Commission with notice of
the commencement of any proceeding and a
copy of any order entered by the Commission
against any futures commission merchant or in-
troducing broker registered pursuant to section
4f(a)(2), any floor broker or floor trader exempt
from registration pursuant to section 4f(a)(3),
any associated person exempt from registration
pursuant to section 4k(6), or any board of trade
designated as a contract market pursuant to
section 5f.’’.

TITLE III—LEGAL CERTAINTY FOR SWAP
AGREEMENTS

SEC. 301. SWAP AGREEMENT.
(a) AMENDMENT.—Title II of the Gramm-

Leach-Bliley Act (Public Law 106–102) is amend-
ed by inserting after section 206 the following
new sections:
‘‘SEC. 206A. SWAP AGREEMENT.

‘‘(a) IN GENERAL.—Except as provided in sub-
section (b), as used in this section, the term
‘swap agreement’ means any agreement, con-
tract, or transaction between eligible contract
participants (as defined in section 1a(12) of the
Commodity Exchange Act as in effect on the
date of enactment of this section), other than a
person that is an eligible contract participant
under section 1a(12)(C) of the Commodity Ex-

change Act, the material terms of which (other
than price and quantity) are subject to indi-
vidual negotiation, and that—

‘‘(1) is a put, call, cap, floor, collar, or similar
option of any kind for the purchase or sale of,
or based on the value of, one or more interest or
other rates, currencies, commodities, indices,
quantitative measures, or other financial or eco-
nomic interests or property of any kind;

‘‘(2) provides for any purchase, sale, payment
or delivery (other than a dividend on an equity
security) that is dependent on the occurrence,
non-occurrence, or the extent of the occurrence
of an event or contingency associated with a po-
tential financial, economic, or commercial con-
sequence;

‘‘(3) provides on an executory basis for the ex-
change, on a fixed or contingent basis, of one or
more payments based on the value or level of
one or more interest or other rates, currencies,
commodities, securities, instruments of indebted-
ness, indices, quantitative measures, or other fi-
nancial or economic interests or property of any
kind, or any interest therein or based on the
value thereof, and that transfers, as between
the parties to the transaction, in whole or in
part, the financial risk associated with a future
change in any such value or level without also
conveying a current or future direct or indirect
ownership interest in an asset (including any
enterprise or investment pool) or liability that
incorporates the financial risk so transferred,
including any such agreement, contract, or
transaction commonly known as an interest rate
swap, including a rate floor, rate cap, rate col-
lar, cross-currency rate swap, basis swap, cur-
rency swap, equity index swap, equity swap,
debt index swap, debt swap, credit spread, credit
default swap, credit swap, weather swap, or
commodity swap;

‘‘(4) provides for the purchase or sale, on a
fixed or contingent basis, of any commodity,
currency, instrument, interest, right, service,
good, article, or property of any kind; or

‘‘(5) is any combination or permutation of, or
option on, any agreement, contract, or trans-
action described in any of paragraphs (1)
through (4).

‘‘(b) EXCLUSIONS.—The term ‘swap agreement’
does not include—

‘‘(1) any put, call, straddle, option, or privi-
lege on any security, certificate of deposit, or
group or index of securities, including any in-
terest therein or based on the value thereof;

‘‘(2) any put, call, straddle, option, or privi-
lege entered into on a national securities ex-
change registered pursuant to section 6(a) of the
Securities Exchange Act of 1934 relating to for-
eign currency;

‘‘(3) any agreement, contract, or transaction
providing for the purchase or sale of one or
more securities on a fixed basis;

‘‘(4) any agreement, contract, or transaction
providing for the purchase or sale of one or
more securities on a contingent basis, unless
such agreement, contract, or transaction predi-
cates such purchase or sale on the occurrence of
a bona fide contingency that might reasonably
be expected to affect or be affected by the credit-
worthiness of a party other than a party to the
agreement, contract, or transaction;

‘‘(5) any note, bond, or evidence of indebted-
ness that is a security as defined in section
2(a)(1) of the Securities Exchange Act of 1933 or
section 3(a)(10) of the Securities Exchange Act
of 1934; or

‘‘(6) any agreement, contract, or transaction
that is—

‘‘(A) based on a security; and
‘‘(B) entered into directly or through an un-

derwriter (as defined in section 2(a) of the Secu-
rities Act of 1933) by the issuer of such security
for the purposes of raising capital, unless such
agreement, contract, or transaction is entered
into to manage a risk associated with capital
raising.

‘‘(c) RULE OF CONSTRUCTION REGARDING MAS-
TER AGREEMENTS.—As used in this section, the

term ‘swap agreement’ shall be construed to in-
clude a master agreement that provides for an
agreement, contract, or transaction that is a
swap agreement pursuant to subsections (a) and
(b), together with all supplements to any such
master agreement, without regard to whether
the master agreement contains an agreement,
contract, or transaction that is not a swap
agreement pursuant to subsections (a) and (b),
except that the master agreement shall be con-
sidered to be a swap agreement only with re-
spect to each agreement, contract, or trans-
action under the master agreement that is a
swap agreement pursuant to subsections (a) and
(b).
‘‘SEC. 206B. SECURITY-BASED SWAP AGREEMENT.

‘‘As used in this section, the term ‘security-
based swap agreement’ means a swap agreement
(as defined in section 206A) of which a material
term is based on the price, yield, value, or vola-
tility of any security or any group or index of
securities, or any interest therein.
‘‘SEC. 206C. NON-SECURITY-BASED SWAP AGREE-

MENT.
‘‘As used in this section, the term ‘non-secu-

rity-based swap agreement’ means any swap
agreement (as defined in section 206A) that is
not a security-based swap agreement (as defined
in section 206B).’’.

(b) SECURITY DEFINITION.—As used in the
amendment made by subsection (a), the term
‘‘security’’ has the same meaning as in section
2(a)(1) of the Securities Act of 1933 or section
3(a)(10) of the Securities Exchange Act of 1934.
SEC. 302. AMENDMENTS TO THE SECURITIES ACT

OF 1933.
(a) ENFORCEMENT FOCUS.—The Securities Act

of 1933 is amended by inserting after section 2
(15 U.S.C.77b) the following new section:
‘‘SEC. 2A. SWAP AGREEMENTS.

‘‘(a) NON-SECURITY-BASED SWAP AGREE-
MENTS.—The definition of ‘security’ in section
2(a)(1) of this title does not include any non-se-
curity-based swap agreement (as defined in sec-
tion 206C of the Gramm-Leach-Bliley Act).

‘‘(b) SECURITY-BASED SWAP AGREEMENTS.—
‘‘(1) The definition of ‘security’ in section

2(a)(1) of this title does not include any secu-
rity-based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act).

‘‘(2) The Commission is prohibited from reg-
istering, or requiring, recommending, or sug-
gesting, the registration under this title of any
security-based swap agreement (as defined in
section 206B of the Gramm-Leach-Bliley Act). If
the Commission becomes aware that a registrant
has filed a registration statement with respect to
such a swap agreement, the Commission shall
promptly so notify the registrant. Any such reg-
istration statement with respect to such a swap
agreement shall be void and of no force or ef-
fect.

‘‘(3) The Commission is prohibited from—
‘‘(A) promulgating, interpreting, or enforcing

rules; or
‘‘(B) issuing orders of general applicability;

under this title in a manner that imposes or
specifies reporting or recordkeeping require-
ments, procedures, or standards as prophylactic
measures against fraud, manipulation, or in-
sider trading with respect to any security-based
swap agreement (as defined in section 206B of
the Gramm-Leach-Bliley Act).

‘‘(4) References in this title to the ‘purchase’
or ‘sale’ of a security-based swap agreement
shall be deemed to mean the execution, termi-
nation (prior to its scheduled maturity date), as-
signment, exchange, or similar transfer or con-
veyance of, or extinguishing of rights or obliga-
tions under, a security-based swap agreement
(as defined in section 206B of the Gramm-Leach-
Bliley Act), as the context may require.’’.

(b) ANTI-FRAUD AND ANTI-MANIPULATION EN-
FORCEMENT AUTHORITY.—Section 17(a) of the
Securities Act of 1933 (15 U.S.C. 77q(a)) is
amended to read as follows:

‘‘(a) It shall be unlawful for any person in the
offer or sale of any securities or any security-
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based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act) by the use
of any means or instruments of transportation
or communication in interstate commerce or by
use of the mails, directly or indirectly—

‘‘(1) to employ any device, scheme, or artifice
to defraud, or

‘‘(2) to obtain money or property by means of
any untrue statement of a material fact or any
omission to state a material fact necessary in
order to make the statements made, in light of
the circumstances under which they were made,
not misleading; or

‘‘(3) to engage in any transaction, practice, or
course of business which operates or would op-
erate as a fraud or deceit upon the purchaser.’’.

(c) LIMITATION.—Section 17 of the Securities
Act of 1933 is amended by adding at the end the
following new subsection:

‘‘(d) The authority of the Commission under
this section with respect to security-based swap
agreements (as defined in section 206B of the
Gramm-Leach-Bliley Act) shall be subject to the
restrictions and limitations of section 2A(b) of
this title.’’.
SEC. 303. AMENDMENTS TO THE SECURITIES EX-

CHANGE ACT OF 1934.
(a) ENFORCEMENT FOCUS.—The Securities Ex-

change Act of 1934 is amended by inserting after
section 3 (15 U.S.C. 78c) the following new sec-
tion:
‘‘SEC. 3A. SWAP AGREEMENTS.

‘‘(a) NON-SECURITY-BASED SWAP AGREE-
MENTS.—The definition of ‘security’ in section
3(a)(10) of this title does not include any non-se-
curity-based swap agreement (as defined in sec-
tion 206C of the Gramm-Leach-Bliley Act).

‘‘(b) SECURITY-BASED SWAP AGREEMENTS.—
‘‘(1) The definition of ‘security’ in section

3(a)(10) of this title does not include any secu-
rity-based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act).

‘‘(2) The Commission is prohibited from reg-
istering, or requiring, recommending, or sug-
gesting, the registration under this title of any
security-based swap agreement (as defined in
section 206B of the Gramm-Leach-Bliley Act). If
the Commission becomes aware that a registrant
has filed a registration application with respect
to such a swap agreement, the Commission shall
promptly so notify the registrant. Any such reg-
istration with respect to such a swap agreement
shall be void and of no force or effect.

‘‘(3) Except as provided in section 16(a) with
respect to reporting requirements, the Commis-
sion is prohibited from—

‘‘(A) promulgating, interpreting, or enforcing
rules; or

‘‘(B) issuing orders of general applicability;

under this title in a manner that imposes or
specifies reporting or recordkeeping require-
ments, procedures, or standards as prophylactic
measures against fraud, manipulation, or in-
sider trading with respect to any security-based
swap agreement (as defined in section 206B of
the Gramm-Leach-Bliley Act).

‘‘(4) References in this title to the ‘purchase’
or ‘sale’ of a security-based swap agreement (as
defined in section 206B of the Gramm-Leach-Bli-
ley Act) shall be deemed to mean the execution,
termination (prior to its scheduled maturity
date), assignment, exchange, or similar transfer
or conveyance of, or extinguishing of rights or
obligations under, a security-based swap agree-
ment, as the context may require.’’.

(b) ANTI-FRAUD, ANTI-MANIPULATION EN-
FORCEMENT AUTHORITY.—Paragraphs (2)
through (5) of section 9(a) of the Securities Ex-
change Act of 1934 (15 U.S.C. 78i(a)(2)–(5)) are
amended to read as follows:

‘‘(2) To effect, alone or with one or more other
persons, a series of transactions in any security
registered on a national securities exchange or
in connection with any security-based swap
agreement (as defined in section 206B of the
Gramm-Leach-Bliley Act) with respect to such
security creating actual or apparent active trad-

ing in such security, or raising or depressing the
price of such security, for the purpose of induc-
ing the purchase or sale of such security by oth-
ers.

‘‘(3) If a dealer or broker, or other person sell-
ing or offering for sale or purchasing or offering
to purchase the security or a security-based
swap agreement (as defined in section 206B of
the Gramm-Leach-Bliley Act) with respect to
such security, to induce the purchase or sale of
any security registered on a national securities
exchange or any security-based swap agreement
(as defined in section 206B of the Gramm-Leach-
Bliley Act) with respect to such security by the
circulation or dissemination in the ordinary
course of business of information to the effect
that the price of any such security will or is
likely to rise or fall because of market oper-
ations of any one or more persons conducted for
the purpose of raising or depressing the price of
such security.

‘‘(4) If a dealer or broker, or the person selling
or offering for sale or purchasing or offering to
purchase the security or a security-based swap
agreement (as defined in section 206B of the
Gramm-Leach-Bliley Act) with respect to such
security, to make, regarding any security reg-
istered on a national securities exchange or any
security-based swap agreement (as defined in
section 206B of the Gramm-Leach-Bliley Act)
with respect to such security, for the purpose of
inducing the purchase or sale of such security
or such security-based swap agreement, any
statement which was at the time and in the light
of the circumstances under which it was made,
false or misleading with respect to any material
fact, and which he knew or had reasonable
ground to believe was so false or misleading.

‘‘(5) For a consideration, received directly or
indirectly from a dealer or broker, or other per-
son selling or offering for sale or purchasing or
offering to purchase the security or a security-
based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act) with re-
spect to such security, to induce the purchase of
any security registered on a national securities
exchange or any security-based swap agreement
(as defined in section 206B of the Gramm-Leach-
Bliley Act) with respect to such security by the
circulation or dissemination of information to
the effect that the price of any such security
will or is likely to rise or fall because of the mar-
ket operations of any one or more persons con-
ducted for the purpose of raising or depressing
the price of such security.’’.

(c) LIMITATION.—Section 9 of the Securities
Exchange Act of 1934 is amended by adding at
the end the following new subsection:

‘‘(i) The authority of the Commission under
this section with respect to security-based swap
agreements shall be subject to the restrictions
and limitations of section 3A(b) of this title.’’.

(d) REGULATIONS ON THE USE OF MANIPULA-
TIVE AND DECEPTIVE DEVICES.—Section 10 of the
Securities Exchange Act of 1934 (15 U.S.C. 78j) is
amended—

(1) in subsection (b), by inserting ‘‘or any se-
curities-based swap agreement (as defined in
section 206B of the Gramm-Leach-Bliley Act),’’
before ‘‘any manipulative or deceptive device’’;
and

(2) by adding at the end the following:
‘‘Rules promulgated under subsection (b) that
prohibit fraud, manipulation, or insider trading
(but not rules imposing or specifying reporting
or recordkeeping requirements, procedures, or
standards as prophylactic measures against
fraud, manipulation, or insider trading), and
judicial precedents decided under subsection (b)
and rules promulgated thereunder that prohibit
fraud, manipulation, or insider trading, shall
apply to security-based swap agreements (as de-
fined in section 206B of the Gramm-Leach-Bliley
Act) to the same extent as they apply to securi-
ties. Judicial precedents decided under section
17(a) of the Securities Act of 1933 and sections
9, 15, 16, 20, and 21A of this title, and judicial
precedents decided under applicable rules pro-

mulgated under such sections, shall apply to se-
curity-based swap agreements (as defined in sec-
tion 206B of the Gramm-Leach-Bliley Act) to the
same extent as they apply to securities.’’.

(e) BROKER, DEALER ANTI-FRAUD, ANTI-MA-
NIPULATION ENFORCEMENT AUTHORITY.—Section
15(c)(1) of the Securities Exchange Act of 1934
(15 U.S.C. 78o(c)(1)) is amended to read as fol-
lows:

‘‘(c)(1)(A) No broker or dealer shall make use
of the mails or any means or instrumentality of
interstate commerce to effect any transaction in,
or to induce or attempt to induce the purchase
or sale of, any security (other than commercial
paper, bankers’ acceptances, or commercial
bills) otherwise than on a national securities ex-
change of which it is a member, or any security-
based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act), by means
of any manipulative, deceptive, or other fraudu-
lent device or contrivance.

‘‘(B) No municipal securities dealer shall make
use of the mails or any means or instrumentality
of interstate commerce to effect any transaction
in, or to induce or attempt to induce the pur-
chase or sale of, any municipal security or any
security-based swap agreement (as defined in
section 206B of the Gramm-Leach-Bliley Act) in-
volving a municipal security by means of any
manipulative, deceptive, or other fraudulent de-
vice or contrivance.

‘‘(C) No government securities broker or gov-
ernment securities dealer shall make use of the
mails or any means or instrumentality of inter-
state commerce to effect any transaction in, or
to induce or to attempt to induce the purchase
or sale of, any government security or any secu-
rity-based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act) involving
a government security by means of any manipu-
lative, deceptive, or other fraudulent device or
contrivance.’’.

(f) LIMITATION.—Section 15 of the Securities
Exchange Act of 1934 (15 U.S.C. 78o) is amended
by adding at the end the following new sub-
section:

‘‘(i) The authority of the Commission under
this section with respect to security-based swap
agreements (as defined in section 206B of the
Gramm-Leach-Bliley Act) shall be subject to the
restrictions and limitations of section 3A(b) of
this title.’’.

(g) ANTI-INSIDER TRADING ENFORCEMENT AU-
THORITY.—Subsections (a) and (b) of section 16
(15 U.S.C. 78p(a), (b)) of the Securities Ex-
change of 1934 are amended to read as follows:

‘‘(a) Every person who is directly or indirectly
the beneficial owner of more than 10 per centum
of any class of any equity security (other than
an exempted security) which is registered pursu-
ant to section 12 of this title, or who is a direc-
tor or an officer of the issuer of such security,
shall file, at the time of the registration of such
security on a national securities exchange or by
the effective date of a registration statement
filed pursuant to section 12 (g) of this title, or
within ten days after he becomes such beneficial
owner, director, or officer, a statement with the
Commission (and, if such security is registered
on a national securities exchange, also with the
exchange) of the amount of all equity securities
of such issuer of which he is the beneficial
owner, and within ten days after the close of
each calendar month thereafter, if there has
been a change in such ownership or if such per-
son shall have purchased or sold a security-
based swap agreement (as defined in section
206B of the Gramm-Leach-Bliley Act) involving
such equity security during such month, shall
file with the Commission (and if such security is
registered on a national securities exchange,
shall also file with the exchange), a statement
indicating his ownership at the close of the cal-
endar month and such changes in his ownership
and such purchases and sales of such security-
based swap agreements as have occurred during
such calendar month.
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‘‘(b) For the purpose of preventing the unfair

use of information which may have been ob-
tained by such beneficial owner, director, or of-
ficer by reason of his relationship to the issuer,
any profit realized by him from any purchase
and sale, or any sale and purchase, of any eq-
uity security of such issuer (other than an ex-
empted security) or a security-based swap agree-
ment (as defined in section 206B of the Gramm-
Leach-Bliley Act) involving any such equity se-
curity within any period of less than six
months, unless such security or security-based
swap agreement was acquired in good faith in
connection with a debt previously contracted,
shall inure to and be recoverable by the issuer,
irrespective of any intention on the part of such
beneficial owner, director, or officer in entering
into such transaction of holding the security or
security-based swap agreement purchased or of
not repurchasing the security or security-based
swap agreement sold for a period exceeding six
months. Suit to recover such profit may be insti-
tuted at law or in equity in any court of com-
petent jurisdiction by the issuer, or by the
owner of any security of the issuer in the name
and in behalf of the issuer if the issuer shall fail
or refuse to bring such suit within sixty days
after request or shall fail diligently to prosecute
the same thereafter; but no such suit shall be
brought more than two years after the date such
profit was realized. This subsection shall not be
construed to cover any transaction where such
beneficial owner was not such both at the time
of the purchase and sale, or the sale and pur-
chase, of the security or security-based swap
agreement (as defined in section 206B of the
Gramm-Leach-Bliley Act) involved, or any
transaction or transactions which the Commis-
sion by rules and regulations may exempt as not
comprehended within the purpose of this sub-
section.’’.

(h) LIMITATION.—Section 16 of the Securities
Exchange Act of 1934 (15 U.S.C. 78p) is amended
by adding at the end the following new sub-
section:

‘‘(g) The authority of the Commission under
this section with respect to security-based swap
agreements (as defined in section 206B of the
Gramm-Leach-Bliley Act) shall be subject to the
restrictions and limitations of section 3A(b) of
this title.’’.

(i) MATERIAL NONPUBLIC INFORMATION.—Sec-
tion 20(d) of the Securities Exchange Act of 1934
(15 U.S.C. 78t(d)) is amended to read as follows:

‘‘(d) Wherever communicating, or purchasing
or selling a security while in possession of, ma-
terial nonpublic information would violate, or
result in liability to any purchaser or seller of
the security under any provisions of this title, or
any rule or regulation thereunder, such conduct
in connection with a purchase or sale of a put,
call, straddle, option, privilege or security-based
swap agreement (as defined in section 206B of
the Gramm-Leach-Bliley Act) with respect to
such security or with respect to a group or index
of securities including such security, shall also
violate and result in comparable liability to any
purchaser or seller of that security under such
provision, rule, or regulation.’’.

(j) LIMITATION.—Section 20 of the Securities
Exchange Act of 1934 (15 U.S.C. 78t) is amended
by adding at the end the following new sub-
section:

‘‘(f) The authority of the Commission under
this section with respect to security-based swap
agreements (as defined in section 206B of the
Gramm-Leach-Bliley Act) shall be subject to the
restrictions and limitations of section 3A(b) of
this title.’’.

(k) CIVIL PENALTIES.—Section 21A(a)(1) of the
Securities Exchange Act of 1934 (15 U.S.C. 78u–
1)a)(1)) is amended by inserting after ‘‘pur-
chasing or selling a security’’ the following: ‘‘or
security-based swap agreement (as defined in
section 206B of the Gramm-Leach-Bliley Act)’’.

(l) LIMITATION.—Section 21A of the Securities
Exchange Act of 1934 (15 U.S.C. 78u–1) is
amended by adding at the end the following
new subsection:

‘‘(g) The authority of the Commission under
this section with respect to security-based swap
agreements (as defined in section 206B of the
Gramm-Leach-Bliley Act) shall be subject to the
restrictions and limitations of section 3A(b) of
this title.’’.
SEC. 304. SAVINGS PROVISIONS.

Nothing in this Act or the amendments made
by this Act shall be construed as finding or im-
plying that any swap agreement is or is not a
security for any purpose under the securities
laws. Nothing in this Act or the amendments
made by this Act shall be construed as finding
or implying that any swap agreement is or is not
a futures contract or commodity option for any
purpose under the Commodity Exchange Act.
TITLE IV—REGULATORY RESPONSIBILITY

FOR BANK PRODUCTS
SEC. 401. SHORT TITLE.

This title may be cited as the ‘‘Legal Certainty
for Bank Products Act of 2000’’.
SEC. 402. DEFINITIONS.

(a) BANK.—In this title, the term ‘‘bank’’
means—

(1) any depository institution (as defined in
section 3(c) of the Federal Deposit Insurance
Act);

(2) any foreign bank or branch or agency of a
foreign bank (each as defined in section 1(b) of
the International Banking Act of 1978);

(3) any Federal or State credit union (as de-
fined in section 101 of the Federal Credit Union
Act);

(4) any corporation organized under section
25A of the Federal Reserve Act;

(5) any corporation operating under section 25
of the Federal Reserve Act;

(6) any trust company; or
(7) any subsidiary of any entity described in

paragraph (1) through (6) of this subsection, if
the subsidiary is regulated as if the subsidiary
were part of the entity and is not a broker or
dealer (as such terms are defined in section 3 of
the Securities Exchange Act of 1934) or a futures
commission merchant (as defined in section
1a(20) of the Commodity Exchange Act).

(b) IDENTIFIED BANKING PRODUCT.—In this
title, the term ‘‘identified banking product’’
shall have the same meaning as in paragraphs
(1) through (5) of section 206(a) of the Gramm-
Leach-Bliley Act, except that in applying such
section for purposes of this title—

(1) the term ‘‘bank’’ shall have the meaning
given in subsection (a) of this section; and

(2) the term ‘‘qualified investor’’ means eligi-
ble contract participant (as defined in section
1a(12) of the Commodity Exchange Act, as in ef-
fect on the date of enactment of the Commodity
Futures Modernization Act of 2000).

(c) HYBRID INSTRUMENT.—In this title, the
term ‘‘hybrid instrument’’ means an identified
banking product not excluded by section 403 of
this Act, offered by a bank, having 1 or more
payments indexed to the value, level, or rate of,
or providing for the delivery of, 1 or more com-
modities (as defined in section 1a(4) of the Com-
modity Exchange Act).

(d) COVERED SWAP AGREEMENT.—In this title,
the term ‘‘covered swap agreement’’ means a
swap agreement (as defined in section 206(b) of
the Gramm-Leach-Bliley Act), including a credit
or equity swap, based on a commodity other
than an agricultural commodity enumerated in
section 1a(4) of the Commodity Exchange Act
if—

(1) the swap agreement—
(A) is entered into only between persons that

are eligible contract participants (as defined in
section 1a(12) of the Commodity Exchange Act,
as in effect on the date of enactment of the
Commodity Futures Modernization Act of 2000)
at the time the persons enter into the swap
agreement; and

(B) is not entered into or executed on a trad-
ing facility (as defined in section 1a(33) of the
Commodity Exchange Act); or

(2) the swap agreement—

(A) is entered into or executed on an elec-
tronic trading facility (as defined in section
1a(10) of the Commodity Exchange Act);

(B) is entered into on a principal-to-principal
basis between parties trading for their own ac-
counts or as described in section 1a(12)(B)(ii) of
the Commodity Exchange Act;

(C) is entered into only between persons that
are eligible contract participants as described in
subparagraphs (A), (B)(ii), or (C) of section
1a(12) of the Commodity Exchange Act, as in ef-
fect on the date of enactment of the Commodity
Futures Modernization Act of 2000, at the time
the persons enter into the swap agreement; and

(D) is an agreement, contract or transaction
in an excluded commodity (as defined in section
1a(13) of the Commodity Exchange Act).
SEC. 403. EXCLUSION OF IDENTIFIED BANKING

PRODUCTS COMMONLY OFFERED ON
OR BEFORE DECEMBER 5, 2000.

No provision of the Commodity Exchange Act
shall apply to, and the Commodity Futures
Trading Commission shall not exercise regu-
latory authority with respect to, an identified
banking product if—

(1) an appropriate banking agency certifies
that the product has been commonly offered, en-
tered into, or provided in the United States by
any bank on or before December 5, 2000, under
applicable banking law; and

(2) the product was not prohibited by the
Commodity Exchange Act and not regulated by
the Commodity Futures Trading Commission as
a contract of sale of a commodity for future de-
livery (or an option on such a contract) or an
option on a commodity, on or before December 5,
2000.
SEC. 404. EXCLUSION OF CERTAIN IDENTIFIED

BANKING PRODUCTS OFFERED BY
BANKS AFTER DECEMBER 5, 2000.

No provision of the Commodity Exchange Act
shall apply to, and the Commodity Futures
Trading Commission shall not exercise regu-
latory authority with respect to, an identified
banking product which had not been commonly
offered, entered into, or provided in the United
States by any bank on or before December 5,
2000, under applicable banking law if—

(1) the product has no payment indexed to the
value, level, or rate of, and does not provide for
the delivery of, any commodity (as defined in
section 1a(4) of the Commodity Exchange Act);
or

(2) the product or commodity is otherwise ex-
cluded from the Commodity Exchange Act.
SEC. 405. EXCLUSION OF CERTAIN OTHER IDENTI-

FIED BANKING PRODUCTS.
(a) IN GENERAL.—No provision of the Com-

modity Exchange Act shall apply to, and the
Commodity Futures Trading Commission shall
not exercise regulatory authority with respect
to, a banking product if the product is a hybrid
instrument that is predominantly a banking
product under the predominance test set forth in
subsection (b).

(b) PREDOMINANCE TEST.—A hybrid instru-
ment shall be considered to be predominantly a
banking product for purposes of this section if—

(1) the issuer of the hybrid instrument receives
payment in full of the purchase price of the hy-
brid instrument substantially contempora-
neously with delivery of the hybrid instrument;

(2) the purchaser or holder of the hybrid in-
strument is not required to make under the
terms of the instrument, or any arrangement re-
ferred to in the instrument, any payment to the
issuer in addition to the purchase price referred
to in paragraph (1), whether as margin, settle-
ment payment, or otherwise during the life of
the hybrid instrument or at maturity;

(3) the issuer of the hybrid instrument is not
subject by the terms of the instrument to mark-
to-market margining requirements; and

(4) the hybrid instrument is not marketed as a
contract of sale of a commodity for future deliv-
ery (or option on such a contract) subject to the
Commodity Exchange Act.

(c) MARK-TO-MARKET MARGINING REQUIRE-
MENT.—For purposes of subsection (b)(3), mark-
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to-market margining requirements shall not in-
clude the obligation of an issuer of a secured
debt instrument to increase the amount of col-
lateral held in pledge for the benefit of the pur-
chaser of the secured debt instrument to secure
the repayment obligations of the issuer under
the secured debt instrument.
SEC. 406. ADMINISTRATION OF THE PREDOMI-

NANCE TEST.
(a) IN GENERAL.—No provision of the Com-

modity Exchange Act shall apply to, and the
Commodity Futures Trading Commission shall
not regulate, a hybrid instrument, unless the
Commission determines, by or under a rule
issued in accordance with this section, that—

(1) the action is necessary and appropriate in
the public interest;

(2) the action is consistent with the Com-
modity Exchange Act and the purposes of the
Commodity Exchange Act; and

(3) the hybrid instrument is not predomi-
nantly a banking product under the predomi-
nance test set forth in section 405(b) of this Act.

(b) CONSULTATION.—Before commencing a
rulemaking or making a determination pursuant
to a rule issued under this title, the Commodity
Futures Trading Commission shall consult with
and seek the concurrence of the Board of Gov-
ernors of the Federal Reserve System
concerning—

(1) the nature of the hybrid instrument; and
(2) the history, purpose, extent, and appro-

priateness of the regulation of the hybrid instru-
ment under the Commodity Exchange Act and
under appropriate banking laws.

(c) OBJECTION TO COMMISSION REGULATION.—
(1) FILING OF PETITION FOR REVIEW.—The

Board of Governors of the Federal Reserve Sys-
tem may obtain review of any rule or determina-
tion referred to in subsection (a) in the United
States Court of Appeals for the District of Co-
lumbia Circuit by filing in the court, not later
than 60 days after the date of publication of the
rule or determination, a written petition re-
questing that the rule or determination be set
aside. Any proceeding to challenge any such
rule or determination shall be expedited by the
court.

(2) TRANSMITTAL OF PETITION AND RECORD.—A
copy of a petition described in paragraph (1)
shall be transmitted as soon as possible by the
Clerk of the court to an officer or employee of
the Commodity Futures Trading Commission
designated for that purpose. Upon receipt of the
petition, the Commission shall file with the
court the rule or determination under review
and any documents referred to therein, and any
other relevant materials prescribed by the court.

(3) EXCLUSIVE JURISDICTION.—On the date of
the filing of a petition under paragraph (1), the
court shall have jurisdiction, which shall be-
come exclusive on the filing of the materials set
forth in paragraph (2), to affirm and enforce or
to set aside the rule or determination at issue.

(4) STANDARD OF REVIEW.—The court shall de-
termine to affirm and enforce or set aside a rule
or determination of the Commodity Futures
Trading Commission under this section, based
on the determination of the court as to
whether—

(A) the subject product is predominantly a
banking product; and

(B) making the provision or provisions of the
Commodity Exchange Act at issue applicable to
the subject instrument is appropriate in light of
the history, purpose, and extent of regulation
under such Act, this title, and under the appro-
priate banking laws, giving deference neither to
the views of the Commodity Futures Trading
Commission nor the Board of Governors of the
Federal Reserve System.

(5) JUDICIAL STAY.—The filing of a petition by
the Board pursuant to paragraph (1) shall oper-
ate as a judicial stay, until the date on which
the determination of the court is final (includ-
ing any appeal of the determination).

(6) OTHER AUTHORITY TO CHALLENGE.—Any
aggrieved party may seek judicial review pursu-

ant to section 6(c) of the Commodity Exchange
Act of a determination or rulemaking by the
Commodity Futures Trading Commission under
this section.
SEC. 407. EXCLUSION OF COVERED SWAP AGREE-

MENTS.
No provision of the Commodity Exchange Act

(other than section 5b of such Act with respect
to the clearing of covered swap agreements)
shall apply to, and the Commodity Futures
Trading Commission shall not exercise regu-
latory authority with respect to, a covered swap
agreement offered, entered into, or provided by
a bank.
SEC. 408. CONTRACT ENFORCEMENT.

(a) HYBRID INSTRUMENTS.—No hybrid instru-
ment shall be void, voidable, or unenforceable,
and no party to a hybrid instrument shall be en-
titled to rescind, or recover any payment made
with respect to, a hybrid instrument under any
provision of Federal or State law, based solely
on the failure of the hybrid instrument to sat-
isfy the predominance test set forth in section
405(b) of this Act or to comply with the terms or
conditions of an exemption or exclusion from
any provision of the Commodity Exchange Act
or any regulation of the Commodity Futures
Trading Commission.

(b) COVERED SWAP AGREEMENTS.—No covered
swap agreement shall be void, voidable, or un-
enforceable, and no party to a covered swap
agreement shall be entitled to rescind, or recover
any payment made with respect to, a covered
swap agreement under any provision of Federal
or State law, based solely on the failure of the
covered swap agreement to comply with the
terms or conditions of an exemption or exclusion
from any provision of the Commodity Exchange
Act or any regulation of the Commodity Futures
Trading Commission.

(c) PREEMPTION.—This title shall supersede
and preempt the application of any State or
local law that prohibits or regulates gaming or
the operation of bucket shops (other than anti-
fraud provisions of general applicability) in the
case of—

(1) a hybrid instrument that is predominantly
a banking product; or

(2) a covered swap agreement.

MEDICARE, MEDICAID, AND SCHIP BENE-
FITS IMPROVEMENT AND PROTECTION
ACT OF 2000

The conference agreement would enact the
provisions of H.R. 5661, as introduced on De-
cember 14, 2000. The text of that bill follows:

A BILL To amend titles XVIII, XIX, and XXI
of the Social Security Act to provide bene-
fits improvements and beneficiary protec-
tions in the Medicare and Medicaid Pro-
grams and the State child health insurance
program (SCHIP), as revised by the Bal-
anced Budget Act of 1997 and the Medicare,
Medicaid, and SCHIP Balanced Budget Re-
finement Act of 1999, and for other pur-
poses.

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
SECTION 1. SHORT TITLE; AMENDMENTS TO SO-

CIAL SECURITY ACT; REFERENCES
TO OTHER ACTS; TABLE OF CON-
TENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘Medicare, Medicaid, and SCHIP Benefits
Improvement and Protection Act of 2000’’.

(b) AMENDMENTS TO SOCIAL SECURITY ACT.—
Except as otherwise specifically provided, when-
ever in this Act an amendment is expressed in
terms of an amendment to or repeal of a section
or other provision, the reference shall be consid-
ered to be made to that section or other provi-
sion of the Social Security Act.

(c) REFERENCES TO OTHER ACTS.—In this Act:
(1) BALANCED BUDGET ACT OF 1997.—The term

‘‘BBA’’ means the Balanced Budget Act of 1997
(Public Law 105–33; 111 Stat. 251).

(2) MEDICARE, MEDICAID, AND SCHIP BALANCED
BUDGET REFINEMENT ACT OF 1999.—The term
‘‘BBRA’’ means the Medicare, Medicaid, and
SCHIP Balanced Budget Refinement Act of 1999
(Appendix F, 113 Stat. 1501A–321), as enacted
into law by section 1000(a)(6) of Public Law 106–
113.

(d) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:
Sec. 1. Short title; amendments to Social Secu-

rity Act; references to other Acts;
table of contents.

TITLE I—MEDICARE BENEFICIARY
IMPROVEMENTS

Subtitle A—Improved Preventive Benefits
Sec. 101. Coverage of biennial screening pap

smear and pelvic exams.
Sec. 102. Coverage of screening for glaucoma.
Sec. 103. Coverage of screening colonoscopy for

average risk individuals.
Sec. 104. Modernization of screening mammog-

raphy benefit.
Sec. 105. Coverage of medical nutrition therapy

services for beneficiaries with dia-
betes or a renal disease.

Subtitle B—Other Beneficiary Improvements
Sec. 111. Acceleration of reduction of bene-

ficiary copayment for hospital
outpatient department services.

Sec. 112. Preservation of coverage of drugs and
biologicals under part B of the
medicare program.

Sec. 113. Elimination of time limitation on medi-
care benefits for immuno-
suppressive drugs.

Sec. 114. Imposition of billing limits on drugs.
Sec. 115. Waiver of 24-month waiting period for

medicare coverage of individuals
disabled with amyotrophic lateral
sclerosis (ALS).

Subtitle C—Demonstration Projects and Studies
Sec. 121. Demonstration project for disease

management for severely chron-
ically ill medicare beneficiaries.

Sec. 122. Cancer prevention and treatment dem-
onstration for ethnic and racial
minorities.

Sec. 123. Study on medicare coverage of routine
thyroid screening.

Sec. 124. MedPAC study on consumer coali-
tions.

Sec. 125. Study on limitation on State payment
for medicare cost-sharing affect-
ing access to services for qualified
medicare beneficiaries.

Sec. 126. Studies on preventive interventions in
primary care for older Americans.

Sec. 127. MedPAC study and report on medicare
coverage of cardiac and pul-
monary rehabilitation therapy
services.

Sec. 128. Lifestyle modification program dem-
onstration.

TITLE II—RURAL HEALTH CARE
IMPROVEMENTS

Subtitle A—Critical Access Hospital Provisions
Sec. 201. Clarification of no beneficiary cost-

sharing for clinical diagnostic
laboratory tests furnished by crit-
ical access hospitals.

Sec. 202. Assistance with fee schedule payment
for professional services under all-
inclusive rate.

Sec. 203. Exemption of critical access hospital
swing beds from SNF PPS.

Sec. 204. Payment in critical access hospitals
for emergency room on-call physi-
cians.

Sec. 205. Treatment of ambulance services fur-
nished by certain critical access
hospitals.

Sec. 206. GAO study on certain eligibility re-
quirements for critical access hos-
pitals.

Subtitle B—Other Rural Hospitals Provisions
Sec. 211. Treatment of rural disproportionate

share hospitals.
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Sec. 212. Option to base eligibility for medicare

dependent, small rural hospital
program on discharges during 2 of
the 3 most recently audited cost
reporting periods.

Sec. 213. Extension of option to use rebased tar-
get amounts to all sole community
hospitals.

Sec. 214. MedPAC analysis of impact of volume
on per unit cost of rural hospitals
with psychiatric units.

Subtitle C—Other Rural Provisions

Sec. 221. Assistance for providers of ambulance
services in rural areas.

Sec. 222. Payment for certain physician assist-
ant services.

Sec. 223. Revision of medicare reimbursement
for telehealth services.

Sec. 224. Expanding access to rural health clin-
ics.

Sec. 225. MedPAC study on low-volume, iso-
lated rural health care providers.

TITLE III—PROVISIONS RELATING TO
PART A

Subtitle A—Inpatient Hospital Services

Sec. 301. Revision of acute care hospital pay-
ment update for 2001.

Sec. 302. Additional modification in transition
for indirect medical education
(IME) percentage adjustment.

Sec. 303. Decrease in reductions for dispropor-
tionate share hospital (DSH) pay-
ments.

Sec. 304. Wage index improvements.
Sec. 305. Payment for inpatient services of re-

habilitation hospitals.
Sec. 306. Payment for inpatient services of psy-

chiatric hospitals.
Sec. 307. Payment for inpatient services of long-

term care hospitals.

Subtitle B—Adjustments to PPS Payments for
Skilled Nursing Facilities

Sec. 311. Elimination of reduction in skilled
nursing facility (SNF) market bas-
ket update in 2001.

Sec. 312. Increase in nursing component of PPS
Federal rate.

Sec. 313. Application of SNF consolidated bill-
ing requirement limited to part A
covered stays.

Sec. 314. Adjustment of rehabilitation RUGs to
correct anomaly in payment rates.

Sec. 315. Establishment of process for geo-
graphic reclassification.

Subtitle C—Hospice Care

Sec. 321. 5 percent increase in payment base.
Sec. 322. Clarification of physician certifi-

cation.
Sec. 323. MedPAC report on access to, and use

of, hospice benefit.

Subtitle D—Other Provisions

Sec. 331. Relief from medicare part A late en-
rollment penalty for group buy-in
for State and local retirees.

TITLE IV—PROVISIONS RELATING TO
PART B

Subtitle A—Hospital Outpatient Services

Sec. 401. Revision of hospital outpatient PPS
payment update.

Sec. 402. Clarifying process and standards for
determining eligibility of devices
for pass-through payments under
hospital outpatient PPS.

Sec. 403. Application of OPD PPS transitional
corridor payments to certain hos-
pitals that did not submit a 1996
cost report.

Sec. 404. Application of rules for determining
provider-based status for certain
entities.

Sec. 405. Treatment of children’s hospitals
under prospective payment sys-
tem.

Sec. 406. Inclusion of temperature monitored
cryoablation in transitional pass-
through for certain medical de-
vices, drugs, and biologicals under
OPD PPS.

Subtitle B—Provisions Relating to Physicians’
Services

Sec. 411. GAO studies relating to physicians’
services.

Sec. 412. Physician group practice demonstra-
tion.

Sec. 413. Study on enrollment procedures for
groups that retain independent
contractor physicians.

Subtitle C—Other Services
Sec. 421. 1-year extension of moratorium on

therapy caps; report on standards
for supervision of physical ther-
apy assistants.

Sec. 422. Update in renal dialysis composite
rate.

Sec. 423. Payment for ambulance services.
Sec. 424. Ambulatory surgical centers.
Sec. 425. Full update for durable medical equip-

ment.
Sec. 426. Full update for orthotics and pros-

thetics.
Sec. 427. Establishment of special payment pro-

visions and requirements for pros-
thetics and certain custom-fab-
ricated orthotic items.

Sec. 428. Replacement of prosthetic devices and
parts.

Sec. 429. Revised part B payment for drugs and
biologicals and related services.

Sec. 430. Contrast enhanced diagnostic proce-
dures under hospital prospective
payment system.

Sec. 431. Qualifications for community mental
health centers.

Sec. 432. Payment of physician and nonphysi-
cian services in certain Indian
providers.

Sec. 433. GAO study on coverage of surgical
first assisting services of certified
registered nurse first assistants.

Sec. 434. MedPAC study and report on medicare
reimbursement for services pro-
vided by certain providers.

Sec. 435. MedPAC study and report on medicare
coverage of services provided by
certain nonphysician providers.

Sec. 436. GAO study and report on the costs of
emergency and medical transpor-
tation services.

Sec. 437. GAO studies and reports on medicare
payments.

Sec. 438. MedPAC study on access to outpatient
pain management services.

TITLE V—PROVISIONS RELATING TO
PARTS A AND B

Subtitle A—Home Health Services
Sec. 501. 1-year additional delay in application

of 15 percent reduction on pay-
ment limits for home health serv-
ices.

Sec. 502. Restoration of full home health market
basket update for home health
services for fiscal year 2001.

Sec. 503. Temporary two-month periodic interim
payment.

Sec. 504. Use of telehealth in delivery of home
health services.

Sec. 505. Study on costs to home health agen-
cies of purchasing nonroutine
medical supplies.

Sec. 506. Treatment of branch offices; GAO
study on supervision of home
health care provided in isolated
rural areas.

Sec. 507. Clarification of the homebound defini-
tion under the medicare home
health benefit.

Sec. 508. Temporary increase for home health
services furnished in a rural area.

Subtitle B—Direct Graduate Medical Education
Sec. 511. Increase in floor for direct graduate

medical education payments.

Sec. 512. Change in distribution formula for
Medicare+Choice-related nursing
and allied health education costs.

Subtitle C—Changes in Medicare Coverage and
Appeals Process

Sec. 521. Revisions to medicare appeals process.
Sec. 522. Revisions to medicare coverage proc-

ess.
Subtitle D—Improving Access to New

Technologies
Sec. 531. Reimbursement improvements for new

clinical laboratory tests and dura-
ble medical equipment.

Sec. 532. Retention of HCPCS level III codes.
Sec. 533. Recognition of new medical tech-

nologies under inpatient hospital
PPS.

Subtitle E—Other Provisions

Sec. 541. Increase in reimbursement for bad
debt.

Sec. 542. Treatment of certain physician pathol-
ogy services under medicare.

Sec. 543. Extension of advisory opinion author-
ity.

Sec. 544. Change in annual MedPAC reporting.
Sec. 545. Development of patient assessment in-

struments.
Sec. 546. GAO report on impact of the Emer-

gency Medical Treatment and Ac-
tive Labor Act (EMTALA) on hos-
pital emergency departments.

Sec. 547. Clarification of application of tem-
porary payment increases for
2001.

TITLE VI—PROVISIONS RELATING TO
PART C (MEDICARE+CHOICE PROGRAM)
AND OTHER MEDICARE MANAGED CARE
PROVISIONS

Subtitle A—Medicare+Choice Payment Reforms

Sec. 601. Increase in minimum payment
amount.

Sec. 602. Increase in minimum percentage in-
crease.

Sec. 603. Phase-in of risk adjustment.
Sec. 604. Transition to revised Medicare+Choice

payment rates.
Sec. 605. Revision of payment rates for ESRD

patients enrolled in
Medicare+Choice plans.

Sec. 606. Permitting premium reductions as ad-
ditional benefits under
Medicare+Choice plans.

Sec. 607. Full implementation of risk adjust-
ment for congestive heart failure
enrollees for 2001.

Sec. 608. Expansion of application of
Medicare+Choice new entry
bonus.

Sec. 609. Report on inclusion of certain costs of
the Department of Veterans Af-
fairs and military facility services
in calculating Medicare+Choice
payment rates.

Subtitle B—Other Medicare+Choice Reforms

Sec. 611. Payment of additional amounts for
new benefits covered during a
contract term.

Sec. 612. Restriction on implementation of sig-
nificant new regulatory require-
ments midyear.

Sec. 613. Timely approval of marketing material
that follows model marketing lan-
guage.

Sec. 614. Avoiding duplicative regulation.
Sec. 615. Election of uniform local coverage pol-

icy for Medicare+Choice plan cov-
ering multiple localities.

Sec. 616. Eliminating health disparities in
Medicare+Choice program.

Sec. 617. Medicare+Choice program compat-
ibility with employer or union
group health plans.

Sec. 618. Special medigap enrollment anti-
discrimination provision for cer-
tain beneficiaries.
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Sec. 619. Restoring effective date of elections

and changes of elections of
Medicare+Choice plans.

Sec. 620. Permitting ESRD beneficiaries to en-
roll in another Medicare+Choice
plan if the plan in which they are
enrolled is terminated.

Sec. 621. Providing choice for skilled nursing
facility services under the
Medicare+Choice program.

Sec. 622. Providing for accountability of
Medicare+Choice plans.

Sec. 623. Increased civil money penalty for
Medicare+Choice organizations
that terminate contracts mid-year.

Subtitle C—Other Managed Care Reforms
Sec. 631. 1-year extension of social health main-

tenance organization (SHMO)
demonstration project.

Sec. 632. Revised terms and conditions for ex-
tension of medicare community
nursing organization (CNO) dem-
onstration project.

Sec. 633. Extension of medicare municipal
health services demonstration
projects.

Sec. 634. Service area expansion for medicare
cost contracts during transition
period.

TITLE VII—MEDICAID
Sec. 701. DSH payments.
Sec. 702. New prospective payment system for

Federally-qualified health centers
and rural health clinics.

Sec. 703. Streamlined approval of continued
State-wide section 1115 medicaid
waivers.

Sec. 704. Medicaid county-organized health sys-
tems.

Sec. 705. Deadline for issuance of final regula-
tion relating to medicaid upper
payment limits.

Sec. 706. Alaska FMAP.
Sec. 707. 1-year extension of welfare-to-work

transition.
Sec. 708. Additional entities qualified to deter-

mine medicaid presumptive eligi-
bility for low-income children.

Sec. 709. Development of uniform QMB/SLMB
application form.

Sec. 710. Technical corrections.
TITLE VIII—STATE CHILDREN’S HEALTH

INSURANCE PROGRAM
Sec. 801. Special rule for redistribution and

availability of unused fiscal year
1998 and 1999 SCHIP allotments.

Sec. 802. Authority to pay medicaid expansion
SCHIP costs from title XXI appro-
priation.

Sec. 803. Application of medicaid child presump-
tive eligibility provisions.

TITLE IX—OTHER PROVISIONS
Subtitle A—PACE Program

Sec. 901. Extension of transition for current
waivers.

Sec. 902. Continuing of certain operating ar-
rangements permitted.

Sec. 903. Flexibility in exercising waiver au-
thority.

Subtitle B—Outreach to Eligible Low-Income
Medicare Beneficiaries

Sec. 911. Outreach on availability of medicare
cost-sharing assistance to eligible
low-income medicare beneficiaries.

Subtitle C—Maternal and Child Health Block
Grant

Sec. 921. Increase in authorization of appro-
priations for the maternal and
child health services block grant.
Subtitle D—Diabetes

Sec. 931. Increase in appropriations for special
diabetes programs for type I dia-
betes and Indians.

Sec. 932. Appropriations for Ricky Ray Hemo-
philia Relief Fund.

Subtitle E—Information on Nursing Facility
Staffing

Sec. 941. Posting of information on nursing fa-
cility staffing.

Subtitle F—Adjustment of Multiemployer Plan
Benefits Guaranteed

Sec. 951. Multiemployer plan benefits guaran-
teed.

TITLE I—MEDICARE BENEFICIARY
IMPROVEMENTS

Subtitle A—Improved Preventive Benefits
SEC. 101. COVERAGE OF BIENNIAL SCREENING

PAP SMEAR AND PELVIC EXAMS.
(a) IN GENERAL.—
(1) BIENNIAL SCREENING PAP SMEAR.—Section

1861(nn)(1) (42 U.S.C. 1395x(nn)(1)) is amended
by striking ‘‘3 years’’ and inserting ‘‘2 years’’.

(2) BIENNIAL SCREENING PELVIC EXAM.—Sec-
tion 1861(nn)(2) (42 U.S.C. 1395x(nn)(2)) is
amended by striking ‘‘3 years’’ and inserting ‘‘2
years’’.

(b) EFFECTIVE DATE.—The amendments made
by subsection (a) shall apply to items and serv-
ices furnished on or after July 1, 2001.
SEC. 102. COVERAGE OF SCREENING FOR GLAU-

COMA.
(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C.

1395x(s)(2)) is amended—
(1) by striking ‘‘and’’ at the end of subpara-

graph (S);
(2) by inserting ‘‘and’’ at the end of subpara-

graph (T); and
(3) by adding at the end the following:
‘‘(U) screening for glaucoma (as defined in

subsection (uu)) for individuals determined to be
at high risk for glaucoma, individuals with a
family history of glaucoma and individuals with
diabetes;’’.

(b) SERVICES DESCRIBED.—Section 1861 (42
U.S.C. 1395x) is amended by adding at the end
the following new subsection:

‘‘Screening for Glaucoma
‘‘(uu) The term ‘screening for glaucoma’

means a dilated eye examination with an intra-
ocular pressure measurement, and a direct oph-
thalmoscopy or a slit-lamp biomicroscopic exam-
ination for the early detection of glaucoma
which is furnished by or under the direct super-
vision of an optometrist or ophthalmologist who
is legally authorized to furnish such services
under State law (or the State regulatory mecha-
nism provided by State law) of the State in
which the services are furnished, as would oth-
erwise be covered if furnished by a physician or
as an incident to a physician’s professional
service, if the individual involved has not had
such an examination in the preceding year.’’.

(c) CONFORMING AMENDMENT.—Section
1862(a)(1)(F) (42 U.S.C. 1395y(a)(1)(F)) is
amended—

(1) by striking ‘‘and,’’; and
(2) by adding at the end the following: ‘‘and,

in the case of screening for glaucoma, which is
performed more frequently than is provided
under section 1861(uu),’’.

(d) EFFECTIVE DATE.—The amendments made
by this section shall apply to services furnished
on or after January 1, 2002.
SEC. 103. COVERAGE OF SCREENING

COLONOSCOPY FOR AVERAGE RISK
INDIVIDUALS.

(a) IN GENERAL.—Section 1861(pp) (42 U.S.C.
1395x(pp)) is amended—

(1) in paragraph (1)(C), by striking ‘‘In the
case of an individual at high risk for colorectal
cancer, screening colonoscopy’’ and inserting
‘‘Screening colonoscopy’’; and

(2) in paragraph (2), by striking ‘‘In para-
graph (1)(C), an’’ and inserting ‘‘An’’.

(b) FREQUENCY LIMITS FOR SCREENING
COLONOSCOPY.—Section 1834(d) (42 U.S.C.
1395m(d)) is amended—

(1) in paragraph (2)(E)(ii), by inserting before
the period at the end the following: ‘‘or, in the
case of an individual who is not at high risk for
colorectal cancer, if the procedure is performed

within the 119 months after a previous screening
colonoscopy’’; and

(2) in paragraph (3)—
(A) in the heading by striking ‘‘FOR INDIVID-

UALS AT HIGH RISK FOR COLORECTAL CANCER’’;
(B) in subparagraph (A), by striking ‘‘for in-

dividuals at high risk for colorectal cancer (as
defined in section 1861(pp)(2))’’; and

(C) in subparagraph (E), by inserting before
the period at the end the following: ‘‘or for
other individuals if the procedure is performed
within the 119 months after a previous screening
colonoscopy or within 47 months after a pre-
vious screening flexible sigmoidoscopy’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to colorectal cancer
screening services provided on or after July 1,
2001.
SEC. 104. MODERNIZATION OF SCREENING MAM-

MOGRAPHY BENEFIT.
(a) INCLUSION IN PHYSICIAN FEE SCHEDULE.—

Section 1848(j)(3) (42 U.S.C. 1395w–4(j)(3)) is
amended by inserting ‘‘(13),’’ after ‘‘(4),’’.

(b) CONFORMING AMENDMENT.—Section 1834(c)
(42 U.S.C. 1395m(c)) is amended to read as fol-
lows:

‘‘(c) PAYMENT AND STANDARDS FOR SCREENING
MAMMOGRAPHY.—

‘‘(1) IN GENERAL.—With respect to expenses in-
curred for screening mammography (as defined
in section 1861(jj)), payment may be made only—

‘‘(A) for screening mammography conducted
consistent with the frequency permitted under
paragraph (2); and

‘‘(B) if the screening mammography is con-
ducted by a facility that has a certificate (or
provisional certificate) issued under section 354
of the Public Health Service Act.

‘‘(2) FREQUENCY COVERED.—
‘‘(A) IN GENERAL.—Subject to revision by the

Secretary under subparagraph (B)—
‘‘(i) no payment may be made under this part

for screening mammography performed on a
woman under 35 years of age;

‘‘(ii) payment may be made under this part for
only one screening mammography performed on
a woman over 34 years of age, but under 40
years of age; and

‘‘(iii) in the case of a woman over 39 years of
age, payment may not be made under this part
for screening mammography performed within
11 months following the month in which a pre-
vious screening mammography was performed.

‘‘(B) REVISION OF FREQUENCY.—
‘‘(i) REVIEW.—The Secretary, in consultation

with the Director of the National Cancer Insti-
tute, shall review periodically the appropriate
frequency for performing screening mammog-
raphy, based on age and such other factors as
the Secretary believes to be pertinent.

‘‘(ii) REVISION OF FREQUENCY.—The Secretary,
taking into consideration the review made under
clause (i), may revise from time to time the fre-
quency with which screening mammography
may be paid for under this subsection.’’.

(c) EFFECTIVE DATE.—The amendments made
by subsections (a) and (b) shall apply with re-
spect to screening mammographies furnished on
or after January 1, 2002.

(d) PAYMENT FOR NEW TECHNOLOGIES.—
(1) TESTS FURNISHED IN 2001.—
(A) SCREENING.—For a screening mammog-

raphy (as defined in section 1861(jj) of the So-
cial Security Act (42 U.S.C. 1395x(jj))) furnished
during the period beginning on April 1, 2001,
and ending on December 31, 2001, that uses a
new technology, payment for such screening
mammography shall be made as follows:

(i) In the case of a technology which directly
takes a digital image (without involving film), in
an amount equal to 150 percent of the amount of
payment under section 1848 of such Act (42
U.S.C. 1395w–4) for a bilateral diagnostic mam-
mography (under HCPCS code 76091) for such
year.

(ii) In the case of a technology which allows
conversion of a standard film mammogram into
a digital image and subsequently analyzes such
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resulting image with software to identify pos-
sible problem areas, in an amount equal to the
limit that would otherwise be applied under sec-
tion 1834(c)(3) of such Act (42 U.S.C.
1395m(c)(3)) for 2001, increased by $15.

(B) BILATERAL DIAGNOSTIC MAMMOGRAPHY.—
For a bilateral diagnostic mammography fur-
nished during the period beginning on April 1,
2001, and ending on December 31, 2001, that uses
a new technology described in subparagraph
(A), payment for such mammography shall be
the amount of payment provided for under such
subparagraph.

(C) ALLOCATION OF AMOUNTS.—The Secretary
shall provide for an appropriate allocation of
the amounts under subparagraphs (A) and (B)
between the professional and technical compo-
nents.

(D) IMPLEMENTATION OF PROVISION.—The Sec-
retary of Health and Human Services may im-
plement the provisions of this paragraph by pro-
gram memorandum or otherwise.

(2) CONSIDERATION OF NEW HCPCS CODE FOR
NEW TECHNOLOGIES AFTER 2001.—The Secretary
shall determine, for such mammographies per-
formed after 2001, whether the assignment of a
new HCPCS code is appropriate for mammog-
raphy that uses a new technology. If the Sec-
retary determines that a new code is appropriate
for such mammography, the Secretary shall pro-
vide for such new code for such tests furnished
after 2001.

(3) NEW TECHNOLOGY DESCRIBED.—For pur-
poses of this subsection, a new technology with
respect to a mammography is an advance in
technology with respect to the test or equipment
that results in the following:

(A) A significant increase or decrease in the
resources used in the test or in the manufacture
of the equipment.

(B) A significant improvement in the perform-
ance of the test or equipment.

(C) A significant advance in medical tech-
nology that is expected to significantly improve
the treatment of medicare beneficiaries.

(4) HCPCS CODE DEFINED.—The term ‘‘HCPCS
code’’ means a code under the Health Care Fi-
nancing Administration Common Procedure
Coding System (HCPCS).
SEC. 105. COVERAGE OF MEDICAL NUTRITION

THERAPY SERVICES FOR BENE-
FICIARIES WITH DIABETES OR A
RENAL DISEASE.

(a) COVERAGE.—Section 1861(s)(2) (42 U.S.C.
1395x(s)(2)), as amended by section 102(a), is
amended—

(1) in subparagraph (T), by striking ‘‘and’’ at
the end;

(2) in subparagraph (U), by inserting ‘‘and’’
at the end; and

(3) by adding at the end the following new
subparagraph:

‘‘(V) medical nutrition therapy services (as de-
fined in subsection (vv)(1)) in the case of a bene-
ficiary with diabetes or a renal disease who—

‘‘(i) has not received diabetes outpatient self-
management training services within a time pe-
riod determined by the Secretary;

‘‘(ii) is not receiving maintenance dialysis for
which payment is made under section 1881; and

‘‘(iii) meets such other criteria determined by
the Secretary after consideration of protocols es-
tablished by dietitian or nutrition professional
organizations;’’.

(b) SERVICES DESCRIBED.—Section 1861 (42
U.S.C. 1395x), as amended by section 102(b), is
amended by adding at the end the following:
‘‘Medical Nutrition Therapy Services; Registered

Dietitian or Nutrition Professional
‘‘(vv)(1) The term ‘medical nutrition therapy

services’ means nutritional diagnostic, therapy,
and counseling services for the purpose of dis-
ease management which are furnished by a reg-
istered dietitian or nutrition professional (as de-
fined in paragraph (2)) pursuant to a referral by
a physician (as defined in subsection (r)(1)).

‘‘(2) Subject to paragraph (3), the term ‘reg-
istered dietitian or nutrition professional’ means
an individual who—

‘‘(A) holds a baccalaureate or higher degree
granted by a regionally accredited college or
university in the United States (or an equivalent
foreign degree) with completion of the academic
requirements of a program in nutrition or dietet-
ics, as accredited by an appropriate national ac-
creditation organization recognized by the Sec-
retary for this purpose;

‘‘(B) has completed at least 900 hours of su-
pervised dietetics practice under the supervision
of a registered dietitian or nutrition profes-
sional; and

‘‘(C)(i) is licensed or certified as a dietitian or
nutrition professional by the State in which the
services are performed; or

‘‘(ii) in the case of an individual in a State
that does not provide for such licensure or cer-
tification, meets such other criteria as the Sec-
retary establishes.

‘‘(3) Subparagraphs (A) and (B) of paragraph
(2) shall not apply in the case of an individual
who, as of the date of the enactment of this sub-
section, is licensed or certified as a dietitian or
nutrition professional by the State in which
medical nutrition therapy services are per-
formed.’’.

(c) PAYMENT.—Section 1833(a)(1) (42 U.S.C.
1395l(a)(1)) is amended—

(1) by striking ‘‘and’’ before ‘‘(S)’’; and
(2) by inserting before the semicolon at the

end the following: ‘‘, and (T) with respect to
medical nutrition therapy services (as defined in
section 1861(vv)), the amount paid shall be 80
percent of the lesser of the actual charge for the
services or 85 percent of the amount determined
under the fee schedule established under section
1848(b) for the same services if furnished by a
physician’’.

(d) APPLICATION OF LIMITS ON BILLING.—Sec-
tion 1842(b)(18)(C) (42 U.S.C. 1395u(b)(18)(C)) is
amended by adding at the end the following
new clause:

‘‘(vi) A registered dietitian or nutrition profes-
sional.’’.

(e) EFFECTIVE DATE.—The amendments made
by this section shall apply to services furnished
on or after January 1, 2002.

(f) STUDY.—Not later than July 1, 2003, the
Secretary of Health and Human Services shall
submit to Congress a report that contains rec-
ommendations with respect to the expansion to
other medicare beneficiary populations of the
medical nutrition therapy services benefit (fur-
nished under the amendments made by this sec-
tion).
Subtitle B—Other Beneficiary Improvements

SEC. 111. ACCELERATION OF REDUCTION OF BEN-
EFICIARY COPAYMENT FOR HOS-
PITAL OUTPATIENT DEPARTMENT
SERVICES.

(a) REDUCING THE UPPER LIMIT ON BENE-
FICIARY COPAYMENT.—

(1) IN GENERAL.—Section 1833(t)(8)(C) (42
U.S.C. 1395l(t)(8)(C)) is amended to read as fol-
lows:

‘‘(C) LIMITATION ON COPAYMENT AMOUNT.—
‘‘(i) TO INPATIENT HOSPITAL DEDUCTIBLE

AMOUNT.—In no case shall the copayment
amount for a procedure performed in a year ex-
ceed the amount of the inpatient hospital de-
ductible established under section 1813(b) for
that year.

‘‘(ii) TO SPECIFIED PERCENTAGE.—The Sec-
retary shall reduce the national unadjusted co-
payment amount for a covered OPD service (or
group of such services) furnished in a year in a
manner so that the effective copayment rate (de-
termined on a national unadjusted basis) for
that service in the year does not exceed the fol-
lowing percentage:

‘‘(I) For procedures performed in 2001, on or
after April 1, 2001, 57 percent.

‘‘(II) For procedures performed in 2002 or 2003,
55 percent.

‘‘(III) For procedures performed in 2004, 50
percent.

‘‘(IV) For procedures performed in 2005, 45
percent.

‘‘(V) For procedures performed in 2006 and
thereafter, 40 percent.’’.

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply with respect to
services furnished on or after April 1, 2001.

(b) CONSTRUCTION REGARDING LIMITING IN-
CREASES IN COST-SHARING.—Nothing in this Act
or the Social Security Act shall be construed as
preventing a hospital from waiving the amount
of any coinsurance for outpatient hospital serv-
ices under the medicare program under title
XVIII of the Social Security Act that may have
been increased as a result of the implementation
of the prospective payment system under section
1833(t) of the Social Security Act (42 U.S.C.
1395l(t)).

(c) GAO STUDY OF REDUCTION IN MEDIGAP
PREMIUM LEVELS RESULTING FROM REDUCTIONS
IN COINSURANCE.—The Comptroller General of
the United States shall work, in concert with
the National Association of Insurance Commis-
sioners, to evaluate the extent to which the pre-
mium levels for medicare supplemental policies
reflect the reductions in coinsurance resulting
from the amendment made by subsection (a).
Not later than April 1, 2004, the Comptroller
General shall submit to Congress a report on
such evaluation and the extent to which the re-
ductions in beneficiary coinsurance effected by
such amendment have resulted in actual savings
to medicare beneficiaries.
SEC. 112. PRESERVATION OF COVERAGE OF

DRUGS AND BIOLOGICALS UNDER
PART B OF THE MEDICARE PRO-
GRAM.

(a) IN GENERAL.—Section 1861(s)(2) (42 U.S.C.
1395x(s)(2)) is amended, in each of subpara-
graphs (A) and (B), by striking ‘‘(including
drugs and biologicals which cannot, as deter-
mined in accordance with regulations, be self-
administered)’’ and inserting ‘‘(including drugs
and biologicals which are not usually self-ad-
ministered by the patient)’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to drugs and
biologicals administered on or after the date of
the enactment of this Act.
SEC. 113. ELIMINATION OF TIME LIMITATION ON

MEDICARE BENEFITS FOR IMMUNO-
SUPPRESSIVE DRUGS.

(a) IN GENERAL.—Section 1861(s)(2)(J) (42
U.S.C. 1395x(s)(2)(J)) is amended by striking ‘‘,
but only’’ and all that follows up to the semi-
colon at the end.

(b) CONFORMING AMENDMENTS.—
(1) EXTENDED COVERAGE.—Section 1832 (42

U.S.C. 1395k) is amended—
(A) by striking subsection (b); and
(B) by redesignating subsection (c) as sub-

section (b).
(2) PASS-THROUGH; REPORT.—Section 227 of

BBRA is amended by striking subsection (d).
(c) EFFECTIVE DATE.—The amendment made

by subsection (a) shall apply to drugs furnished
on or after the date of the enactment of this Act.
SEC. 114. IMPOSITION OF BILLING LIMITS ON

DRUGS.
(a) IN GENERAL.—Section 1842(o) (42 U.S.C.

1395u(o)) is amended by adding at the end the
following new paragraph:

‘‘(3)(A) Payment for a charge for any drug or
biological for which payment may be made
under this part may be made only on an assign-
ment-related basis.

‘‘(B) The provisions of subsection (b)(18)(B)
shall apply to charges for such drugs or
biologicals in the same manner as they apply to
services furnished by a practitioner described in
subsection (b)(18)(C).’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to items furnished
on or after January 1, 2001.
SEC. 115. WAIVER OF 24-MONTH WAITING PERIOD

FOR MEDICARE COVERAGE OF INDI-
VIDUALS DISABLED WITH
AMYOTROPHIC LATERAL SCLEROSIS
(ALS).

(a) IN GENERAL.—Section 226 (42 U.S.C. 426) is
amended—
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(1) by redesignating subsection (h) as sub-

section (j) and by moving such subsection to the
end of the section; and

(2) by inserting after subsection (g) the fol-
lowing new subsection:

‘‘(h) For purposes of applying this section in
the case of an individual medically determined
to have amyotrophic lateral sclerosis (ALS), the
following special rules apply:

‘‘(1) Subsection (b) shall be applied as if there
were no requirement for any entitlement to ben-
efits, or status, for a period longer than 1
month.

‘‘(2) The entitlement under such subsection
shall begin with the first month (rather than
twenty-fifth month) of entitlement or status.

‘‘(3) Subsection (f) shall not be applied.’’.
(b) CONFORMING AMENDMENT.—Section 1837

(42 U.S.C. 1395p) is amended by adding at the
end the following new subsection:

‘‘(j) In applying this section in the case of an
individual who is entitled to benefits under part
A pursuant to the operation of section 226(h),
the following special rules apply:

‘‘(1) The initial enrollment period under sub-
section (d) shall begin on the first day of the
first month in which the individual satisfies the
requirement of section 1836(1).

‘‘(2) In applying subsection (g)(1), the initial
enrollment period shall begin on the first day of
the first month of entitlement to disability insur-
ance benefits referred to in such subsection.’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to benefits for months
beginning July 1, 2001.

Subtitle C—Demonstration Projects and
Studies

SEC. 121. DEMONSTRATION PROJECT FOR DIS-
EASE MANAGEMENT FOR SEVERELY
CHRONICALLY ILL MEDICARE BENE-
FICIARIES.

(a) IN GENERAL.—The Secretary of Health and
Human Services shall conduct a demonstration
project under this section (in this section re-
ferred to as the ‘‘project’’) to demonstrate the
impact on costs and health outcomes of apply-
ing disease management to medicare bene-
ficiaries with diagnosed, advanced-stage conges-
tive heart failure, diabetes, or coronary heart
disease. In no case may the number of partici-
pants in the project exceed 30,000 at any time.

(b) VOLUNTARY PARTICIPATION.—
(1) ELIGIBILITY.—Medicare beneficiaries are

eligible to participate in the project only if—
(A) they meet specific medical criteria dem-

onstrating the appropriate diagnosis and the
advanced nature of their disease;

(B) their physicians approve of participation
in the project; and

(C) they are not enrolled in a
Medicare+Choice plan.

(2) BENEFITS.—A beneficiary who is enrolled
in the project shall be eligible—

(A) for disease management services related to
their chronic health condition; and

(B) for payment for all costs for prescription
drugs without regard to whether or not they re-
late to the chronic health condition, except that
the project may provide for modest cost-sharing
with respect to prescription drug coverage.

(c) CONTRACTS WITH DISEASE MANAGEMENT
ORGANIZATIONS.—

(1) IN GENERAL.—The Secretary of Health and
Human Services shall carry out the project
through contracts with up to three disease man-
agement organizations. The Secretary shall not
enter into such a contract with an organization
unless the organization demonstrates that it can
produce improved health outcomes and reduce
aggregate medicare expenditures consistent with
paragraph (2).

(2) CONTRACT PROVISIONS.—Under such
contracts—

(A) such an organization shall be required to
provide for prescription drug coverage described
in subsection (b)(2)(B);

(B) such an organization shall be paid a fee
negotiated and established by the Secretary in a

manner so that (taking into account savings in
expenditures under parts A and B of the medi-
care program under title XVIII of the Social Se-
curity Act) there will be a net reduction in ex-
penditures under the medicare program as a re-
sult of the project; and

(C) such an organization shall guarantee,
through an appropriate arrangement with a re-
insurance company or otherwise, the net reduc-
tion in expenditures described in subparagraph
(B).

(3) PAYMENTS.—Payments to such organiza-
tions shall be made in appropriate proportion
from the Trust Funds established under title
XVIII of the Social Security Act.

(d) APPLICATION OF MEDIGAP PROTECTIONS TO
DEMONSTRATION PROJECT ENROLLEES.—(1) Sub-
ject to paragraph (2), the provisions of section
1882(s)(3) (other than clauses (i) through (iv) of
subparagraph (B)) and 1882(s)(4) of the Social
Security Act shall apply to enrollment (and ter-
mination of enrollment) in the demonstration
project under this section, in the same manner
as they apply to enrollment (and termination of
enrollment) with a Medicare+Choice organiza-
tion in a Medicare+Choice plan.

(2) In applying paragraph (1)—
(A) any reference in clause (v) or (vi) of sec-

tion 1882(s)(3)(B) of such Act to 12 months is
deemed a reference to the period of the dem-
onstration project; and

(B) the notification required under section
1882(s)(3)(D) of such Act shall be provided in a
manner specified by the Secretary of Health and
Human Services.

(e) DURATION.—The project shall last for not
longer than 3 years.

(f) WAIVER.—The Secretary of Health and
Human Services shall waive such provisions of
title XVIII of the Social Security Act as may be
necessary to provide for payment for services
under the project in accordance with subsection
(c)(3).

(g) REPORT.—The Secretary of Health and
Human Services shall submit to Congress an in-
terim report on the project not later than 2 years
after the date it is first implemented and a final
report on the project not later than 6 months
after the date of its completion. Such reports
shall include information on the impact of the
project on costs and health outcomes and rec-
ommendations on the cost-effectiveness of ex-
tending or expanding the project.
SEC. 122. CANCER PREVENTION AND TREATMENT

DEMONSTRATION FOR ETHNIC AND
RACIAL MINORITIES.

(a) DEMONSTRATION.—
(1) IN GENERAL.—The Secretary of Health and

Human Services (in this section referred to as
the ‘‘Secretary’’) shall conduct demonstration
projects (in this section referred to as ‘‘dem-
onstration projects’’) for the purpose of devel-
oping models and evaluating methods that—

(A) improve the quality of items and services
provided to target individuals in order to facili-
tate reduced disparities in early detection and
treatment of cancer;

(B) improve clinical outcomes, satisfaction,
quality of life, and appropriate use of medicare-
covered services and referral patterns among
those target individuals with cancer;

(C) eliminate disparities in the rate of preven-
tive cancer screening measures, such as pap
smears and prostate cancer screenings, among
target individuals; and

(D) promote collaboration with community-
based organizations to ensure cultural com-
petency of health care professionals and lin-
guistic access for persons with limited English
proficiency.

(2) TARGET INDIVIDUAL DEFINED.—In this sec-
tion, the term ‘‘target individual’’ means an in-
dividual of a racial and ethnic minority group,
as defined by section 1707 of the Public Health
Service Act, who is entitled to benefits under
part A, and enrolled under part B, of title XVIII
of the Social Security Act.

(b) PROGRAM DESIGN.—

(1) INITIAL DESIGN.—Not later than 1 year
after the date of the enactment of this Act, the
Secretary shall evaluate best practices in the
private sector, community programs, and aca-
demic research of methods that reduce dispari-
ties among individuals of racial and ethnic mi-
nority groups in the prevention and treatment
of cancer and shall design the demonstration
projects based on such evaluation.

(2) NUMBER AND PROJECT AREAS.—Not later
than 2 years after the date of the enactment of
this Act, the Secretary shall implement at least
9 demonstration projects, including the fol-
lowing:

(A) 2 projects for each of the 4 following major
racial and ethnic minority groups:

(i) American Indians, including Alaska Na-
tives, Eskimos, and Aleuts.

(ii) Asian Americans and Pacific Islanders.
(iii) Blacks.
(iv) Hispanics.

The 2 projects must target different ethnic sub-
populations.

(B) 1 project within the Pacific Islands.
(C) At least 1 project each in a rural area and

inner-city area.
(3) EXPANSION OF PROJECTS; IMPLEMENTATION

OF DEMONSTRATION PROJECT RESULTS.—If the
initial report under subsection (c) contains an
evaluation that demonstration projects—

(A) reduce expenditures under the medicare
program under title XVIII of the Social Security
Act; or

(B) do not increase expenditures under the
medicare program and reduce racial and ethnic
health disparities in the quality of health care
services provided to target individuals and in-
crease satisfaction of beneficiaries and health
care providers;
the Secretary shall continue the existing dem-
onstration projects and may expand the number
of demonstration projects.

(c) REPORT TO CONGRESS.—
(1) IN GENERAL.—Not later than 2 years after

the date the Secretary implements the initial
demonstration projects, and biannually there-
after, the Secretary shall submit to Congress a
report regarding the demonstration projects.

(2) CONTENTS OF REPORT.—Each report under
paragraph (1) shall include the following:

(A) A description of the demonstration
projects.

(B) An evaluation of—
(i) the cost-effectiveness of the demonstration

projects;
(ii) the quality of the health care services pro-

vided to target individuals under the demonstra-
tion projects; and

(iii) beneficiary and health care provider sat-
isfaction under the demonstration projects.

(C) Any other information regarding the dem-
onstration projects that the Secretary deter-
mines to be appropriate.

(d) WAIVER AUTHORITY.—The Secretary shall
waive compliance with the requirements of title
XVIII of the Social Security Act to such extent
and for such period as the Secretary determines
is necessary to conduct demonstration projects.

(e) FUNDING.—
(1) DEMONSTRATION PROJECTS.—
(A) STATE PROJECTS.—Except as provided in

subparagraph (B), the Secretary shall provide
for the transfer from the Federal Hospital Insur-
ance Trust Fund and the Federal Supple-
mentary Insurance Trust Fund under title
XVIII of the Social Security Act, in such pro-
portions as the Secretary determines to be ap-
propriate, of such funds as are necessary for the
costs of carrying out the demonstration projects.

(B) TERRITORY PROJECTS.—In the case of a
demonstration project described in subsection
(b)(2)(B), amounts shall be available only as
provided in any Federal law making appropria-
tions for the territories.

(2) LIMITATION.—In conducting demonstration
projects, the Secretary shall ensure that the ag-
gregate payments made by the Secretary do not
exceed the sum of the amount which the Sec-
retary would have paid under the program for
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the prevention and treatment of cancer if the
demonstration projects were not implemented,
plus $25,000,000.
SEC. 123. STUDY ON MEDICARE COVERAGE OF

ROUTINE THYROID SCREENING.
(a) STUDY.—The Secretary of Health and

Human Services shall request the National
Academy of Sciences, and as appropriate in con-
junction with the United States Preventive Serv-
ices Task Force, to conduct a study on the addi-
tion of coverage of routine thyroid screening
using a thyroid stimulating hormone test as a
preventive benefit provided to medicare bene-
ficiaries under title XVIII of the Social Security
Act for some or all medicare beneficiaries. In
conducting the study, the Academy shall con-
sider the short-term and long-term benefits, and
costs to the medicare program, of such addition.

(b) REPORT.—Not later than 2 years after the
date of the enactment of this Act, the Secretary
of Health and Human Services shall submit a re-
port on the findings of the study conducted
under subsection (a) to the Committee on Ways
and Means and the Committee on Commerce of
the House of Representatives and the Committee
on Finance of the Senate.
SEC. 124. MEDPAC STUDY ON CONSUMER COALI-

TIONS.
(a) STUDY.—The Medicare Payment Advisory

Commission shall conduct a study that examines
the use of consumer coalitions in the marketing
of Medicare+Choice plans under the medicare
program under title XVIII of the Social Security
Act. The study shall examine—

(1) the potential for increased efficiency in the
medicare program through greater beneficiary
knowledge of their health care options, de-
creased marketing costs of Medicare+Choice or-
ganizations, and creation of a group market;

(2) the implications of Medicare+Choice plans
and medicare supplemental policies (under sec-
tion 1882 of the Social Security Act (42 U.S.C.
1395ss)) offering medicare beneficiaries in the
same geographic location different benefits and
premiums based on their affiliation with a con-
sumer coalition;

(3) how coalitions should be governed, how
they should be accountable to the Secretary of
Health and Human Services, and how potential
conflicts of interest in the activities of consumer
coalitions should be avoided; and

(4) how such coalitions should be funded.
(b) REPORT.—Not later than 1 year after the

date of the enactment of this Act, the Commis-
sion shall submit to Congress a report on the
study conducted under subsection (a). The re-
port shall include a recommendation on whether
and how a demonstration project might be con-
ducted for the operation of consumer coalitions
under the medicare program.

(c) CONSUMER COALITION DEFINED.—For pur-
poses of this section, the term ‘‘consumer coali-
tion’’ means a nonprofit, community-based
group of organizations that—

(1) provides information to medicare bene-
ficiaries about their health care options under
the medicare program; and

(2) negotiates benefits and premiums for medi-
care beneficiaries who are members or otherwise
affiliated with the group of organizations with
Medicare+Choice organizations offering
Medicare+Choice plans, issuers of medicare sup-
plemental policies, issuers of long-term care cov-
erage, and pharmacy benefit managers.
SEC. 125. STUDY ON LIMITATION ON STATE PAY-

MENT FOR MEDICARE COST-SHAR-
ING AFFECTING ACCESS TO SERV-
ICES FOR QUALIFIED MEDICARE
BENEFICIARIES.

(a) IN GENERAL.—The Secretary of Health and
Human Services shall conduct a study to deter-
mine if access to certain services (including men-
tal health services) for qualified medicare bene-
ficiaries has been affected by limitations on a
State’s payment for medicare cost-sharing for
such beneficiaries under section 1902(n) of the
Social Security Act (42 U.S.C. 1396a(n)). As part
of such study, the Secretary shall analyze the

effect of such payment limitation on providers
who serve a disproportionate share of such
beneficiaries.

(b) REPORT.—Not later than 1 year after the
date of the enactment of this Act, the Secretary
shall submit to Congress a report on the study
under subsection (a). The report shall include
recommendations regarding any changes that
should be made to the State payment limits
under section 1902(n) for qualified medicare
beneficiaries to ensure appropriate access to
services.
SEC. 126. STUDIES ON PREVENTIVE INTERVEN-

TIONS IN PRIMARY CARE FOR OLDER
AMERICANS.

(a) STUDIES.—The Secretary of Health and
Human Services, acting through the United
States Preventive Services Task Force, shall
conduct a series of studies designed to identify
preventive interventions that can be delivered in
the primary care setting and that are most valu-
able to older Americans.

(b) MISSION STATEMENT.—The mission state-
ment of the United States Preventive Services
Task Force is amended to include the evaluation
of services that are of particular relevance to
older Americans.

(c) REPORT.—Not later than 1 year after the
date of the enactment of this Act, and annually
thereafter, the Secretary of Health and Human
Services shall submit to Congress a report on the
conclusions of the studies conducted under sub-
section (a), together with recommendations for
such legislation and administrative actions as
the Secretary considers appropriate.
SEC. 127. MEDPAC STUDY AND REPORT ON MEDI-

CARE COVERAGE OF CARDIAC AND
PULMONARY REHABILITATION
THERAPY SERVICES.

(a) STUDY.—
(1) IN GENERAL.—The Medicare Payment Ad-

visory Commission shall conduct a study on cov-
erage of cardiac and pulmonary rehabilitation
therapy services under the medicare program
under title XVIII of the Social Security Act.

(2) FOCUS.—In conducting the study under
paragraph (1), the Commission shall focus on
the appropriate—

(A) qualifying diagnoses required for coverage
of cardiac and pulmonary rehabilitation ther-
apy services;

(B) level of physician direct involvement and
supervision in furnishing such services; and

(C) level of reimbursement for such services.
(b) REPORT.—Not later than 18 months after

the date of the enactment of this Act, the Com-
mission shall submit to Congress a report on the
study conducted under subsection (a) together
with such recommendations for legislation and
administrative action as the Commission deter-
mines appropriate.
SEC. 128. LIFESTYLE MODIFICATION PROGRAM

DEMONSTRATION.
(a) IN GENERAL.—The Secretary of Health and

Human Services shall carry out the demonstra-
tion project known as the Lifestyle Modification
Program Demonstration, as described in the
Health Care Financing Administration Memo-
randum of Understanding entered into on No-
vember 13, 2000, and as subsequently modified,
(in this section referred to as the ‘‘project’’) in
accordance with the following requirements:

(1) The project shall include no fewer than
1,800 medicare beneficiaries who complete under
the project the entire course of treatment under
the Lifestyle Modification Program.

(2) The project shall be conducted over a
course of 4 years.

(b) STUDY ON COST-EFFECTIVENESS.—
(1) STUDY.—The Secretary shall conduct a

study on the cost-effectiveness of the Lifestyle
Modification Program as conducted under the
project. In determining whether such Program is
cost-effective, the Secretary shall determine
(using a control group under a matched paired
experimental design) whether expenditures in-
curred for medicare beneficiaries enrolled under
the project exceed expenditures for the control

group of medicare beneficiaries with similar
health conditions who are not enrolled under
the project.

(2) REPORTS.—
(A) INITIAL REPORT.—Not later that 1 year

after the date on which 900 medicare bene-
ficiaries have completed the entire course of
treatment under the Lifestyle Modification Pro-
gram under the project, the Secretary shall sub-
mit to Congress an initial report on the study
conducted under paragraph (1).

(B) FINAL REPORT.—Not later that 1 year after
the date on which 1,800 medicare beneficiaries
have completed the entire course of treatment
under such Program under the project, the Sec-
retary shall submit to Congress a final report on
the study conducted under paragraph (1).

TITLE II—RURAL HEALTH CARE
IMPROVEMENTS

Subtitle A—Critical Access Hospital
Provisions

SEC. 201. CLARIFICATION OF NO BENEFICIARY
COST-SHARING FOR CLINICAL DIAG-
NOSTIC LABORATORY TESTS FUR-
NISHED BY CRITICAL ACCESS HOS-
PITALS.

(a) PAYMENT CLARIFICATION.—Section 1834(g)
(42 U.S.C. 1395m(g)) is amended by adding at
the end the following new paragraph:

‘‘(4) NO BENEFICIARY COST-SHARING FOR CLIN-
ICAL DIAGNOSTIC LABORATORY SERVICES.—No co-
insurance, deductible, copayment, or other cost-
sharing otherwise applicable under this part
shall apply with respect to clinical diagnostic
laboratory services furnished as an outpatient
critical access hospital service. Nothing in this
title shall be construed as providing for payment
for clinical diagnostic laboratory services fur-
nished as part of outpatient critical access hos-
pital services, other than on the basis described
in this subsection.’’.

(b) TECHNICAL AND CONFORMING AMEND-
MENTS.—

(1) Paragraphs (1)(D)(i) and (2)(D)(i) of sec-
tion 1833(a) (42 U.S.C. 1395l(a)) are each amend-
ed by striking ‘‘or which are furnished on an
outpatient basis by a critical access hospital’’.

(2) Section 403(d)(2) of BBRA (113 Stat. 1501A–
371) is amended by striking ‘‘The amendment
made by subsection (a) shall apply’’ and insert-
ing ‘‘Paragraphs (1) through (3) of section
1834(g) of the Social Security Act (as amended
by paragraph (1)) apply’’.

(c) EFFECTIVE DATES.—The amendment
made—

(1) by subsection (a) shall apply to services
furnished on or after the date of the enactment
of BBRA;

(2) by subsection (b)(1) shall apply as if in-
cluded in the enactment of section 403(e)(1) of
BBRA (113 Stat. 1501A–371); and

(3) by subsection (b)(2) shall apply as if in-
cluded in the enactment of section 403(d)(2) of
BBRA (113 Stat. 1501A–371).
SEC. 202. ASSISTANCE WITH FEE SCHEDULE PAY-

MENT FOR PROFESSIONAL SERVICES
UNDER ALL-INCLUSIVE RATE.

(a) IN GENERAL.—Section 1834(g)(2)(B) (42
U.S.C. 1395m(g)(2)(B)) is amended by inserting
‘‘115 percent of’’ before ‘‘such amounts’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply with respect to
items and services furnished on or after July 1,
2001.
SEC. 203. EXEMPTION OF CRITICAL ACCESS HOS-

PITAL SWING BEDS FROM SNF PPS.
(a) IN GENERAL.—Section 1888(e)(7) (42 U.S.C.

1395yy(e)(7)) is amended—
(1) in the heading, by striking ‘‘TRANSITION

FOR’’ and inserting ‘‘TREATMENT OF’’;
(2) in subparagraph (A), by striking ‘‘IN GEN-

ERAL.—The’’ and inserting ‘‘TRANSITION.—Sub-
ject to subparagraph (C), the’’;

(3) in subparagraph (A), by inserting ‘‘(other
than critical access hospitals)’’ after ‘‘facilities
described in subparagraph (B)’’;

(4) in subparagraph (B), by striking ‘‘, for
which payment’’ and all that follows before the
period; and
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(5) by adding at the end the following new

subparagraph:
‘‘(C) EXEMPTION FROM PPS OF SWING-BED

SERVICES FURNISHED IN CRITICAL ACCESS HOS-
PITALS.—The prospective payment system estab-
lished under this subsection shall not apply to
services furnished by a critical access hospital
pursuant to an agreement under section 1883.’’.

(b) PAYMENT ON A REASONABLE COST BASIS
FOR SWING BED SERVICES FURNISHED BY CRIT-
ICAL ACCESS HOSPITALS.—Section 1883(a) (42
U.S.C. 1395tt(a)) is amended—

(1) in paragraph (2)(A), by inserting ‘‘(other
than a critical access hospital)’’ after ‘‘any hos-
pital’’; and

(2) by adding at the end the following new
paragraph:

‘‘(3) Notwithstanding any other provision of
this title, a critical access hospital shall be paid
for covered skilled nursing facility services fur-
nished under an agreement entered into under
this section on the basis of the reasonable costs
of such services (as determined under section
1861(v)).’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to cost reporting peri-
ods beginning on or after the date of the enact-
ment of this Act.
SEC. 204. PAYMENT IN CRITICAL ACCESS HOS-

PITALS FOR EMERGENCY ROOM ON-
CALL PHYSICIANS.

(a) IN GENERAL.—Section 1834(g) (42 U.S.C.
1395m(g)), as amended by section 201(a), is fur-
ther amended by adding at the end the fol-
lowing new paragraph:

‘‘(5) COVERAGE OF COSTS FOR EMERGENCY
ROOM ON-CALL PHYSICIANS.—In determining the
reasonable costs of outpatient critical access
hospital services under paragraphs (1) and
(2)(A), the Secretary shall recognize as allow-
able costs, amounts (as defined by the Sec-
retary) for reasonable compensation and related
costs for emergency room physicians who are
on-call (as defined by the Secretary) but who
are not present on the premises of the critical
access hospital involved, and are not otherwise
furnishing physicians’ services and are not on-
call at any other provider or facility.’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to cost reporting
periods beginning on or after October 1, 2001.
SEC. 205. TREATMENT OF AMBULANCE SERVICES

FURNISHED BY CERTAIN CRITICAL
ACCESS HOSPITALS.

(a) IN GENERAL.—Section 1834(l) (42 U.S.C.
1395m(l)) is amended by adding at the end the
following new paragraph:

‘‘(8) SERVICES FURNISHED BY CRITICAL ACCESS
HOSPITALS.—Notwithstanding any other provi-
sion of this subsection, the Secretary shall pay
the reasonable costs incurred in furnishing am-
bulance services if such services are furnished—

‘‘(A) by a critical access hospital (as defined
in section 1861(mm)(1)), or

‘‘(B) by an entity that is owned and operated
by a critical access hospital,
but only if the critical access hospital or entity
is the only provider or supplier of ambulance
services that is located within a 35-mile drive of
such critical access hospital.’’.

(b) CONFORMING AMENDMENT.—Section
1833(a)(1)(R) (42 U.S.C. 1395l(a)(1)(R)) is
amended—

(1) by striking ‘‘ambulance service,’’ and in-
serting ‘‘ambulance services, (i)’’; and

(2) by inserting before the comma at the end
the following: ‘‘and (ii) with respect to ambu-
lance services described in section 1834(l)(8), the
amounts paid shall be the amounts determined
under section 1834(g) for outpatient critical ac-
cess hospital services’’.

(c) EFFECTIVE DATE.—The amendments made
by this section shall apply to services furnished
on or after the date of the enactment of this Act.
SEC. 206. GAO STUDY ON CERTAIN ELIGIBILITY

REQUIREMENTS FOR CRITICAL AC-
CESS HOSPITALS.

(a) STUDY.—The Comptroller General of the
United States shall conduct a study on the eligi-

bility requirements for critical access hospitals
under section 1820(c) of the Social Security Act
(42 U.S.C. 1395i–4(c)) with respect to limitations
on average length of stay and number of beds in
such a hospital, including an analysis of—

(1) the feasibility of having a distinct part
unit as part of a critical access hospital for pur-
poses of the medicare program under title XVIII
of such Act; and

(2) the effect of seasonal variations in patient
admissions on critical access hospital eligibility
requirements with respect to limitations on aver-
age annual length of stay and number of beds.

(b) REPORT.—Not later than 1 year after the
date of the enactment of this Act, the Comp-
troller General shall submit to Congress a report
on the study conducted under subsection (a) to-
gether with recommendations regarding—

(1) whether distinct part units should be per-
mitted as part of a critical access hospital under
the medicare program;

(2) if so permitted, the payment methodologies
that should apply with respect to services pro-
vided by such units;

(3) whether, and to what extent, such units
should be included in or excluded from the bed
limits applicable to critical access hospitals
under the medicare program; and

(4) any adjustments to such eligibility require-
ments to account for seasonal variations in pa-
tient admissions.

Subtitle B—Other Rural Hospitals Provisions
SEC. 211. TREATMENT OF RURAL DISPROPOR-

TIONATE SHARE HOSPITALS.
(a) APPLICATION OF UNIFORM THRESHOLD.—

Section 1886(d)(5)(F)(v) (42 U.S.C.
1395ww(d)(5)(F)(v)) is amended—

(1) in subclause (II), by inserting ‘‘(or 15 per-
cent, for discharges occurring on or after April
1, 2001)’’ after ‘‘30 percent’’;

(2) in subclause (III), by inserting ‘‘(or 15 per-
cent, for discharges occurring on or after April
1, 2001)’’ after ‘‘40 percent’’; and

(3) in subclause (IV), by inserting ‘‘(or 15 per-
cent, for discharges occurring on or after April
1, 2001)’’ after ‘‘45 percent’’.

(b) ADJUSTMENT OF PAYMENT FORMULAS.—
(1) SOLE COMMUNITY HOSPITALS.—Section

1886(d)(5)(F) (42 U.S.C. 1395ww(d)(5)(F)) is
amended—

(A) in clause (iv)(VI), by inserting after ‘‘10
percent’’ the following: ‘‘or, for discharges oc-
curring on or after April 1, 2001, is equal to the
percent determined in accordance with clause
(x)’’; and

(B) by adding at the end the following new
clause:

‘‘(x) For purposes of clause (iv)(VI) (relating
to sole community hospitals), in the case of a
hospital for a cost reporting period with a dis-
proportionate patient percentage (as defined in
clause (vi)) that—

‘‘(I) is less than 19.3, the disproportionate
share ––adjustment percentage is determined in
accordance with the following formula: (P–
15)(.65) + 2.5;

‘‘(II) is equal to or exceeds 19.3, but is less
than 30.0, such adjustment percentage is equal
to 5.25 percent; or

‘‘(III) is equal to or exceeds 30, such adjust-
ment percentage is equal to 10 percent,
where ‘P’ is the hospital’s disproportionate pa-
tient percentage (as defined in clause (vi)).’’.

(2) RURAL REFERRAL CENTERS.—Such section
is further amended—

(A) in clause (iv)(V), by inserting after
‘‘clause (viii)’’ the following: ‘‘or, for discharges
occurring on or after April 1, 2001, is equal to
the percent determined in accordance with
clause (xi)’’; and

(B) by adding at the end the following new
clause:

‘‘(xi) For purposes of clause (iv)(V) (relating
to rural referral centers), in the case of a hos-
pital for a cost reporting period with a dis-
proportionate patient percentage (as defined in
clause (vi)) that—

‘‘(I) is less than 19.3, the disproportionate
share adjustment percentage is determined in
accordance with the following formula: (P–
15)(.65) + 2.5;

‘‘(II) is equal to or exceeds 19.3, but is less
than 30.0, such adjustment percentage is equal
to 5.25 percent; or

‘‘(III) is equal to or exceeds 30, such adjust-
ment percentage is determined in accordance
with the following formula: (P–30)(.6) + 5.25,
where ‘P’ is the hospital’s disproportionate pa-
tient percentage (as defined in clause (vi)).’’.

(3) SMALL RURAL HOSPITALS GENERALLY.—
Such section is further amended—

(A) in clause (iv)(III), by inserting after ‘‘4
percent’’ the following: ‘‘or, for discharges oc-
curring on or after April 1, 2001, is equal to the
percent determined in accordance with clause
(xii)’’; and

(B) by adding at the end the following new
clause:

‘‘(xii) For purposes of clause (iv)(III) (relating
to small rural hospitals generally), in the case of
a hospital for a cost reporting period with a dis-
proportionate patient percentage (as defined in
clause (vi)) that—

‘‘(I) is less than 19.3, the disproportionate
share adjustment percentage is determined in
accordance with the following formula: (P–
15)(.65) + 2.5; or

‘‘(II) is equal to or exceeds 19.3, such adjust-
ment percentage is equal to 5.25 percent,
where ‘P’ is the hospital’s disproportionate pa-
tient percentage (as defined in clause (vi)).’’.

(4) HOSPITALS THAT ARE BOTH SOLE COMMU-
NITY HOSPITALS AND RURAL REFERRAL CEN-
TERS.—Such section is further amended, in
clause (iv)(IV), by inserting after ‘‘clause (viii)’’
the following: ‘‘or, for discharges occurring on
or after April 1, 2001, the greater of the percent-
ages determined under clause (x) or (xi)’’.

(5) URBAN HOSPITALS WITH LESS THAN 100
BEDS.—Such section is further amended—

(A) in clause (iv)(II), by inserting after ‘‘5 per-
cent’’ the following: ‘‘or, for discharges occur-
ring on or after April 1, 2001, is equal to the per-
cent determined in accordance with clause
(xiii)’’; and

(B) by adding at the end the following new
clause:

‘‘(xiii) For purposes of clause (iv)(II) (relating
to urban hospitals with less than 100 beds), in
the case of a hospital for a cost reporting period
with a disproportionate patient percentage (as
defined in clause (vi)) that—

‘‘(I) is less than 19.3, the disproportionate
share adjustment percentage is determined in
accordance with the following formula: (P–
15)(.65) + 2.5; or

‘‘(II) is equal to or exceeds 19.3, such adjust-
ment percentage is equal to 5.25 percent,
where ‘P’ is the hospital’s disproportionate pa-
tient percentage (as defined in clause (vi)).’’.
SEC. 212. OPTION TO BASE ELIGIBILITY FOR

MEDICARE DEPENDENT, SMALL
RURAL HOSPITAL PROGRAM ON DIS-
CHARGES DURING 2 OF THE 3 MOST
RECENTLY AUDITED COST REPORT-
ING PERIODS.

(a) IN GENERAL.—Section 1886(d)(5)(G)(iv)(IV)
(42 U.S.C. 1395ww(d)(5)(G)(iv)(IV)) is amended
by inserting ‘‘, or 2 of the 3 most recently au-
dited cost reporting periods for which the Sec-
retary has a settled cost report,’’ after ‘‘1987’’.

(b) EFFECTIVE DATE.—The amendment made
by this section shall apply with respect to cost
reporting periods beginning on or after April 1,
2001.
SEC. 213. EXTENSION OF OPTION TO USE

REBASED TARGET AMOUNTS TO ALL
SOLE COMMUNITY HOSPITALS.

(a) IN GENERAL.—Section 1886(b)(3)(I)(i) (42
U.S.C. 1395ww(b)(3)(I)(i)) is amended—

(1) in the matter preceding subclause (I), by
striking ‘‘that for its cost reporting period begin-
ning during 1999’’ and all that follows through
‘‘for such target amount’’ and inserting ‘‘there
shall be substituted for the amount otherwise
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determined under subsection (d)(5)(D)(i), if such
substitution results in a greater amount of pay-
ment under this section for the hospital’’;

(2) in subclause (I), by striking ‘‘target
amount otherwise applicable’’ and all that fol-
lows through ‘‘target amount’)’’ and inserting
‘‘the amount otherwise applicable to the hos-
pital under subsection (d)(5)(D)(i) (referred to in
this clause as the ‘subsection (d)(5)(D)(i)
amount’)’’; and

(3) in each of subclauses (II) and (III), by
striking ‘‘subparagraph (C) target amount’’ and
inserting ‘‘subsection (d)(5)(D)(i) amount’’.

(b) EFFECTIVE DATE.—The amendments made
by this section shall take effect as if included in
the enactment of section 405 of BBRA (113 Stat.
1501A–372).
SEC. 214. MEDPAC ANALYSIS OF IMPACT OF VOL-

UME ON PER UNIT COST OF RURAL
HOSPITALS WITH PSYCHIATRIC
UNITS.

The Medicare Payment Advisory Commission,
in its study conducted pursuant to subsection
(a) of section 411 of BBRA (113 Stat. 1501A–377),
shall include—

(1) in such study an analysis of the impact of
volume on the per unit cost of rural hospitals
with psychiatric units; and

(2) in its report under subsection (b) of such
section a recommendation on whether special
treatment for such hospitals may be warranted.

Subtitle C—Other Rural Provisions
SEC. 221. ASSISTANCE FOR PROVIDERS OF AMBU-

LANCE SERVICES IN RURAL AREAS.
(a) TRANSITIONAL ASSISTANCE IN CERTAIN

MILEAGE RATES.—Section 1834(l) (42 U.S.C.
1395m(l)) is amended by adding at the end the
following new paragraph:

‘‘(8) TRANSITIONAL ASSISTANCE FOR RURAL
PROVIDERS.—In the case of ground ambulance
services furnished on or after July 1, 2001, and
before January 1, 2004, for which the transpor-
tation originates in a rural area (as defined in
section 1886(d)(2)(D)) or in a rural census tract
of a metropolitan statistical area (as determined
under the most recent modification of the Gold-
smith Modification, originally published in the
Federal Register on February 27, 1992 (57 Fed.
Reg. 6725)), the fee schedule established under
this subsection shall provide that, with respect
to the payment rate for mileage for a trip above
17 miles, and up to 50 miles, the rate otherwise
established shall be increased by not less than 1⁄2
of the additional payment per mile established
for the first 17 miles of such a trip originating
in a rural area.’’.

(b) GAO STUDIES ON THE COSTS OF AMBU-
LANCE SERVICES FURNISHED IN RURAL AREAS.—

(1) STUDY.—The Comptroller General of the
United States shall conduct a study on each of
the matters described in paragraph (2).

(2) MATTERS DESCRIBED.—The matters referred
to in paragraph (1) are the following:

(A) The cost of efficiently providing ambu-
lance services for trips originating in rural
areas, with special emphasis on collection of
cost data from rural providers.

(B) The means by which rural areas with low
population densities can be identified for the
purpose of designating areas in which the cost
of providing ambulance services would be ex-
pected to be higher than similar services pro-
vided in more heavily populated areas because
of low usage. Such study shall also include an
analysis of the additional costs of providing am-
bulance services in areas designated under the
previous sentence.

(3) REPORT.—Not later than June 30, 2002, the
Comptroller General shall submit to Congress a
report on the results of the studies conducted
under paragraph (1) and shall include rec-
ommendations on steps that should be taken to
assure access to ambulance services in rural
areas.

(c) ADJUSTMENT IN RURAL RATES.—In pro-
viding for adjustments under subparagraph (D)
of section 1834(l)(2) of the Social Security Act

(42 U.S.C. 1395m(l)(2)) for years beginning with
2004, the Secretary of Health and Human Serv-
ices shall take into consideration the rec-
ommendations contained in the report under
subsection (b)(2) and shall adjust the fee sched-
ule payment rates under such section for ambu-
lance services provided in low density rural
areas based on the increased cost (if any) of
providing such services in such areas.

(d) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to services fur-
nished on or after July 1, 2001. In applying such
amendment to services furnished on or after
such date and before January 1, 2002, the
amount of the rate increase provided under such
amendment shall be equal to $1.25 per mile.
SEC. 222. PAYMENT FOR CERTAIN PHYSICIAN AS-

SISTANT SERVICES.
(a) PAYMENT FOR CERTAIN PHYSICIAN ASSIST-

ANT SERVICES.—Section 1842(b)(6)(C) (42 U.S.C.
1395u(b)(6)(C)) is amended—

(1) by striking ‘‘for such services provided be-
fore January 1, 2003,’’; and

(2) by striking the semicolon at the end and
inserting a comma.

(b) EFFECTIVE DATE.—The amendments made
by subsection (a) shall take effect on the date of
the enactment of this Act.
SEC. 223. REVISION OF MEDICARE REIMBURSE-

MENT FOR TELEHEALTH SERVICES.
(a) TIME LIMIT FOR BBA PROVISION.—Section

4206(a) of BBA (42 U.S.C. 1395l note) is amended
by striking ‘‘Not later than January 1, 1999’’
and inserting ‘‘For services furnished on and
after January 1, 1999, and before October 1,
2001’’.

(b) EXPANSION OF MEDICARE PAYMENT FOR
TELEHEALTH SERVICES.—Section 1834 (42 U.S.C.
1395m) is amended by adding at the end the fol-
lowing new subsection:

‘‘(m) PAYMENT FOR TELEHEALTH SERVICES.—
‘‘(1) IN GENERAL.—The Secretary shall pay for

telehealth services that are furnished via a tele-
communications system by a physician (as de-
fined in section 1861(r)) or a practitioner (de-
scribed in section 1842(b)(18)(C)) to an eligible
telehealth individual enrolled under this part
notwithstanding that the individual physician
or practitioner providing the telehealth service
is not at the same location as the beneficiary.
For purposes of the preceding sentence, in the
case of any Federal telemedicine demonstration
program conducted in Alaska or Hawaii, the
term ‘telecommunications system’ includes store-
and-forward technologies that provide for the
asynchronous transmission of health care infor-
mation in single or multimedia formats.

‘‘(2) PAYMENT AMOUNT.—
‘‘(A) DISTANT SITE.—The Secretary shall pay

to a physician or practitioner located at a dis-
tant site that furnishes a telehealth service to
an eligible telehealth individual an amount
equal to the amount that such physician or
practitioner would have been paid under this
title had such service been furnished without
the use of a telecommunications system.

‘‘(B) FACILITY FEE FOR ORIGINATING SITE.—
With respect to a telehealth service, subject to
section 1833(a)(1)(U), there shall be paid to the
originating site a facility fee equal to—

‘‘(i) for the period beginning on October 1,
2001, and ending on December 31, 2001, and for
2002, $20; and

‘‘(ii) for a subsequent year, the facility fee
specified in clause (i) or this clause for the pre-
ceding year increased by the percentage in-
crease in the MEI (as defined in section
1842(i)(3)) for such subsequent year.

‘‘(C) TELEPRESENTER NOT REQUIRED.—Nothing
in this subsection shall be construed as requir-
ing an eligible telehealth individual to be pre-
sented by a physician or practitioner at the
originating site for the furnishing of a service
via a telecommunications system, unless it is
medically necessary (as determined by the phy-
sician or practitioner at the distant site).

‘‘(3) LIMITATION ON BENEFICIARY CHARGES.—

‘‘(A) PHYSICIAN AND PRACTITIONER.—The pro-
visions of section 1848(g) and subparagraphs (A)
and (B) of section 1842(b)(18) shall apply to a
physician or practitioner receiving payment
under this subsection in the same manner as
they apply to physicians or practitioners under
such sections.

‘‘(B) ORIGINATING SITE.—The provisions of
section 1842(b)(18) shall apply to originating
sites receiving a facility fee in the same manner
as they apply to practitioners under such sec-
tion.

‘‘(4) DEFINITIONS.—For purposes of this sub-
section:

‘‘(A) DISTANT SITE.—The term ‘distant site’
means the site at which the physician or practi-
tioner is located at the time the service is pro-
vided via a telecommunications system.

‘‘(B) ELIGIBLE TELEHEALTH INDIVIDUAL.—The
term ‘eligible telehealth individual’ means an in-
dividual enrolled under this part who receives a
telehealth service furnished at an originating
site.

‘‘(C) ORIGINATING SITE.—
‘‘(i) IN GENERAL.—The term ‘originating site’

means only those sites described in clause (ii) at
which the eligible telehealth individual is lo-
cated at the time the service is furnished via a
telecommunications system and only if such site
is located—

‘‘(I) in an area that is designated as a rural
health professional shortage area under section
332(a)(1)(A) of the Public Health Service Act (42
U.S.C. 254e(a)(1)(A));

‘‘(II) in a county that is not included in a
Metropolitan Statistical Area; or

‘‘(III) from an entity that participates in a
Federal telemedicine demonstration project that
has been approved by (or receives funding from)
the Secretary of Health and Human Services as
of December 31, 2000.

‘‘(ii) SITES DESCRIBED.—The sites referred to
in clause (i) are the following sites:

‘‘(I) The office of a physician or practitioner.
‘‘(II) A critical access hospital (as defined in

section 1861(mm)(1)).
‘‘(III) A rural health clinic (as defined in sec-

tion 1861(aa)(s)).
‘‘(IV) A Federally qualified health center (as

defined in section 1861(aa)(4)).
‘‘(V) A hospital (as defined in section 1861(e)).
‘‘(D) PHYSICIAN.—The term ‘physician’ has

the meaning given that term in section 1861(r).
‘‘(E) PRACTITIONER.—The term ‘practitioner’

has the meaning given that term in section
1842(b)(18)(C).

‘‘(F) TELEHEALTH SERVICE.—
‘‘(i) IN GENERAL.—The term ‘telehealth serv-

ice’ means professional consultations, office vis-
its, and office psychiatry services (identified as
of July 1, 2000, by HCPCS codes 99241–99275,
99201–99215, 90804–90809, and 90862 (and as sub-
sequently modified by the Secretary)), and any
additional service specified by the Secretary.

‘‘(ii) YEARLY UPDATE.—The Secretary shall es-
tablish a process that provides, on an annual
basis, for the addition or deletion of services
(and HCPCS codes), as appropriate, to those
specified in clause (i) for authorized payment
under paragraph (1).’’.

(c) CONFORMING AMENDMENT.—Section
1833(a)(1) (42 U.S.C. 1395l(1)), as amended by
section 105(c), is further amended—

(1) by striking ‘‘and (T)’’ and inserting ‘‘(T)’’;
and

(2) by inserting before the semicolon at the
end the following: ‘‘, and (U) with respect to fa-
cility fees described in section 1834(m)(2)(B), the
amounts paid shall be 80 percent of the lesser of
the actual charge or the amounts specified in
such section’’.

(d) STUDY AND REPORT ON ADDITIONAL COV-
ERAGE.—

(1) STUDY.—The Secretary of Health and
Human Services shall conduct a study to
identify—

(A) settings and sites for the provision of tele-
health services that are in addition to those per-
mitted under section 1834(m) of the Social Secu-
rity Act, as added by subsection (b);
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(B) practitioners that may be reimbursed

under such section for furnishing telehealth
services that are in addition to the practitioners
that may be reimbursed for such services under
such section; and

(C) geographic areas in which telehealth serv-
ices may be reimbursed that are in addition to
the geographic areas where such services may be
reimbursed under such section.

(2) REPORT.—Not later than 2 years after the
date of the enactment of this Act, the Secretary
shall submit to Congress a report on the study
conducted under paragraph (1) together with
such recommendations for legislation that the
Secretary determines are appropriate.

(e) EFFECTIVE DATE.—The amendments made
by subsections (b) and (c) shall be effective for
services furnished on or after October 1, 2001.
SEC. 224. EXPANDING ACCESS TO RURAL HEALTH

CLINICS.
(a) IN GENERAL.—The matter in section 1833(f)

(42 U.S.C. 1395l(f)) preceding paragraph (1) is
amended by striking ‘‘rural hospitals’’ and in-
serting ‘‘hospitals’’.

(b) EFFECTIVE DATE.—The amendment made
by subsection (a) shall apply to services fur-
nished on or after July 1, 2001.
SEC. 225. MEDPAC STUDY ON LOW-VOLUME, ISO-

LATED RURAL HEALTH CARE PRO-
VIDERS.

(a) STUDY.—The Medicare Payment Advisory
Commission shall conduct a study on the effect
of low patient and procedure volume on the fi-
nancial status of low-volume, isolated rural
health care providers participating in the medi-
care program under title XVIII of the Social Se-
curity Act.

(b) REPORT.—Not later than 18 months after
the date of the enactment of this Act, the Com-
mission shall submit to Congress a report on the
study conducted under subsection (a)
indicating—

(1) whether low-volume, isolated rural health
care providers are having, or may have, signifi-
cantly decreased medicare margins or other fi-
nancial difficulties resulting from any of the
payment methodologies described in subsection
(c);

(2) whether the status as a low-volume, iso-
lated rural health care provider should be des-
ignated under the medicare program and any
criteria that should be used to qualify for such
a status; and

(3) any changes in the payment methodologies
described in subsection (c) that are necessary to
provide appropriate reimbursement under the
medicare program to low-volume, isolated rural
health care providers (as designated pursuant to
paragraph (2)).

(c) PAYMENT METHODOLOGIES DESCRIBED.—
The payment methodologies described in this
subsection are the following:

(1) The prospective payment system for hos-
pital outpatient department services under sec-
tion 1833(t) of the Social Security Act (42 U.S.C.
1395l(t)).

(2) The fee schedule for ambulance services
under section 1834(l) of such Act (42 U.S.C.
1395m(l)).

(3) The prospective payment system for inpa-
tient hospital services under section 1886 of such
Act (42 U.S.C. 1395ww).

(4) The prospective payment system for rou-
tine service costs of skilled nursing facilities
under section 1888(e) of such Act (42 U.S.C.
1395yy(e)).

(5) The prospective payment system for home
health services under section 1895 of such Act
(42 U.S.C. 1395fff).

TITLE III—PROVISIONS RELATING TO
PART A

Subtitle A—Inpatient Hospital Services
SEC. 301. REVISION OF ACUTE CARE HOSPITAL

PAYMENT UPDATE FOR 2001.
(a) IN GENERAL.—Section 1886(b)(3)(B)(i) (42

U.S.C. 1395ww(b)(3)(B)(i)) is amended—
(1) in subclause (XVI), by striking ‘‘minus 1.1

percentage points for hospitals (other than sole

community hospitals) in all areas, and the mar-
ket basket percentage increase for sole commu-
nity hospitals,’’ and inserting ‘‘for hospitals in
all areas,’’;

(2) in subclause (XVII)—
(A) by striking ‘‘minus 1.1 percentage points’’

and inserting ‘‘minus 0.55 percentage points;
and

(B) by striking ‘‘and’’ at the end;
(3) by redesignating subclause (XVIII) as sub-

clause (XIX);
(4) in subclause (XIX), as so redesignated, by

striking ‘‘fiscal year 2003’’ and inserting ‘‘fiscal
year 2004’’; and

(5) by inserting after subclause (XVII) the fol-
lowing new subclause:

‘‘(XVIII) for fiscal year 2003, the market bas-
ket percentage increase minus 0.55 percentage
points for hospitals in all areas, and’’.

(b) SPECIAL RULE FOR PAYMENT FOR FISCAL
YEAR 2001.—Notwithstanding the amendment
made by subsection (a), for purposes of making
payments for fiscal year 2001 for inpatient hos-
pital services furnished by subsection (d) hos-
pitals (as defined in section 1886(d)(1)(B) of the
Social Security Act (42 U.S.C. 1395ww(d)(1)(B)),
the ‘‘applicable percentage increase’’ referred to
in section 1886(b)(3)(B)(i) of such Act (42 U.S.C.
1395ww(b)(3)(B)(i))—

(1) for discharges occurring on or after Octo-
ber 1, 2000, and before April 1, 2001, shall be de-
termined in accordance with subclause (XVI) of
such section as in effect on the day before the
date of the enactment of this Act; and

(2) for discharges occurring on or after April
1, 2001, and before October 1, 2001, shall be
equal to—

(A) the market basket percentage increase
plus 1.1 percentage points for hospitals (other
than sole community hospitals) in all areas; and

(B) the market basket percentage increase for
sole community hospitals.

(c) CONSIDERATION OF PRICE OF BLOOD AND
BLOOD PRODUCTS IN MARKET BASKET INDEX.—
The Secretary of Health and Human Services
shall, when next (after the date of the enact-
ment of this Act) rebasing and revising the hos-
pital market basket index (as defined in section
1886(b)(3)(B)(iii) of the Social Security Act (42
U.S.C. 1395ww(b)(3)(B)(iii))), consider the prices
of blood and blood products purchased by hos-
pitals and determine whether those prices are
adequately reflected in such index.

(d) MEDPAC STUDY AND REPORT REGARDING
CERTAIN HOSPITAL COSTS.—

(1) STUDY.—The Medicare Payment Advisory
Commission shall conduct a study on—

(A) any increased costs incurred by subsection
(d) hospitals (as defined in paragraph (1)(B) of
section 1886(d) of the Social Security Act (42
U.S.C. 1395ww(d))) in providing inpatient hos-
pital services to medicare beneficiaries under
title XVIII of such Act during the period begin-
ning on October 1, 1983, and ending on Sep-
tember 30, 1999, that were attributable to—

(i) complying with new blood safety measure
requirements; and

(ii) providing such services using new tech-
nologies;

(B) the extent to which the prospective pay-
ment system for such services under such section
provides adequate and timely recognition of
such increased costs;

(C) the prospects for (and to the extent prac-
ticable, the magnitude of) cost increases that
hospitals will incur in providing such services
that are attributable to complying with new
blood safety measure requirements and pro-
viding such services using new technologies dur-
ing the 10 years after the date of the enactment
of this Act; and

(D) the feasibility and advisability of estab-
lishing mechanisms under such payment system
to provide for more timely and accurate recogni-
tion of such cost increases in the future.

(2) CONSULTATION.—In conducting the study
under this subsection, the Commission shall con-
sult with representatives of the blood commu-
nity, including—

(A) hospitals;
(B) organizations involved in the collection,

processing, and delivery of blood; and
(C) organizations involved in the development

of new blood safety technologies.
(3) REPORT.—Not later than 1 year after the

date of the enactment of this Act, the Commis-
sion shall submit to Congress a report on the
study conducted under paragraph (1) together
with such recommendations for legislation and
administrative action as the Commission deter-
mines appropriate.

(e) ADJUSTMENT FOR INPATIENT CASE MIX
CHANGES.—

(1) IN GENERAL.—Section 1886(d)(3)(A) (42
U.S.C. 1395ww(d)(3)(A)) is amended by adding
at the end the following new clause:

‘‘(vi) Insofar as the Secretary determines that
the adjustments under paragraph (4)(C)(i) for a
previous fiscal year (or estimates that such ad-
justments for a future fiscal year) did (or are
likely to) result in a change in aggregate pay-
ments under this subsection during the fiscal
year that are a result of changes in the coding
or classification of discharges that do not reflect
real changes in case mix, the Secretary may ad-
just the average standardized amounts com-
puted under this paragraph for subsequent fis-
cal years so as to eliminate the effect of such
coding or classification changes.’’.

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) shall apply to discharges oc-
curring on or after October 1, 2001.
SEC. 302. ADDITIONAL MODIFICATION IN TRANSI-

TION FOR INDIRECT MEDICAL EDU-
CATION (IME) PERCENTAGE ADJUST-
MENT.

(a) IN GENERAL.—Section 1886(d)(5)(B)(ii) (42
U.S.C. 1395ww(d)(5)(B)(ii)) is amended—

(1) in subclause (V) by striking ‘‘and’’ at the
end;

(2) by redesignating subclause (VI) as sub-
clause (VII);

(3) in subclause (VII) as so redesignated, by
striking ‘‘2001’’ and inserting ‘‘2002’’; and

(4) by inserting after subclause (V) the fol-
lowing new subclause:

‘‘(VI) during fiscal year 2002, ‘c’ is equal to
1.6; and’’.

(b) SPECIAL RULE FOR PAYMENT FOR FISCAL
YEAR 2001.—Notwithstanding paragraph
(5)(B)(ii)(V) of section 1886(d) of the Social Se-
curity Act (42 U.S.C. 1395ww(d)(5)(B)(ii)(V)), for
purposes of making payments for subsection (d)
hospitals (as defined in paragraph (1)(B) of
such section) with indirect costs of medical edu-
cation, the indirect teaching adjustment factor
referred to in paragraph (5)(B)(ii) of such sec-
tion shall be determined, for discharges occur-
ring on or after April 1, 2001, and before October
1, 2001, as if ‘‘c’’ in paragraph (5)(B)(ii)(V) of
such section equalled 1.66 rather than 1.54.

(c) CONFORMING AMENDMENT RELATING TO
DETERMINATION OF STANDARDIZED AMOUNT.—
Section 1886(d)(2)(C)(i) (42 U.S.C.
1395ww(d)(2)(C)(i)) is amended by inserting ‘‘or
of section 302 of the Medicare, Medicaid, and
SCHIP Benefits Improvement and Protection
Act of 2000’’ after ‘‘Balanced Budget Refine-
ment Act of 1999’’.

(d) CLERICAL AMENDMENTS.—Section
1886(d)(5)(B) (42 U.S.C. 1395ww(d)(5)(B)), as
amended by subsection (a), is further amended
by moving the indentation of each of the fol-
lowing 2 ems to the left:

(1) Clauses (ii), (v), and (vi).
(2) Subclauses (I) (II), (III), (IV), (V), and

(VII) of clause (ii).
(3) Subclauses (I) and (II) of clause (vi) and

the flush sentence at the end of such clause.
SEC. 303. DECREASE IN REDUCTIONS FOR DIS-

PROPORTIONATE SHARE HOSPITAL
(DSH) PAYMENTS.

(a) IN GENERAL.—Section 1886(d)(5)(F)(ix) (42
U.S.C. 1395ww(d)(5)(F)(ix)) is amended—

(1) in subclause (III), by striking ‘‘each of’’
and by inserting ‘‘and 2 percent, respectively’’
after ‘‘3 percent’’; and
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(2) in subclause (IV), by striking ‘‘4 percent’’

and inserting ‘‘3 percent’’.
(b) SPECIAL RULE FOR PAYMENT FOR FISCAL

YEAR 2001.—Notwithstanding the amendment
made by subsection (a)(1), for purposes of mak-
ing disproportionate share payments for sub-
section (d) hospitals (as defined in section
1886(d)(1)(B) of the Social Security Act (42
U.S.C. 1395ww(d)(1)(B)) for fiscal year 2001, the
additional payment amount otherwise deter-
mined under clause (ii) of section 1886(d)(5)(F)
of the Social Security Act (42 U.S.C.
1395ww(d)(5)(F))—

(1) for discharges occurring on or after Octo-
ber 1, 2000, and before April 1, 2001, shall be ad-
justed as provided by clause (ix)(III) of such
section as in effect on the day before the date of
the enactment of this Act; and

(2) for discharges occurring on or after April
1, 2001, and before October 1, 2001, shall, instead
of being reduced by 3 percent as provided by
clause (ix)(III) of such section as in effect after
the date of the enactment of this Act, be reduced
by 1 percent.

(c) CONFORMING AMENDMENTS RELATING TO
DETERMINATION OF STANDARDIZED AMOUNT.—
Section 1886(d)(2)(C)(iv) (42 U.S.C.
1395ww(d)(2)(C)(iv)), is amended—

(1) by striking ‘‘1989 or’’ and inserting
‘‘1989,’’; and

(2) by inserting ‘‘, or the enactment of section
303 of the Medicare, Medicaid, and SCHIP Ben-
efits Improvement and Protection Act of 2000’’
after ‘‘Omnibus Budget Reconciliation Act of
1990’’.

(d) TECHNICAL AMENDMENT.—
(1) IN GENERAL.—Section 1886(d)(5)(F)(i) (42

U.S.C. 1395ww(d)(5)(F)(i)) is amended by strik-
ing ‘‘and before October 1, 1997,’’.

(2) EFFECTIVE DATE.—The amendment made
by paragraph (1) is effective as if included in
the enactment of BBA.

(e) REFERENCE TO CHANGES IN DSH FOR
RURAL HOSPITALS.—For additional changes in
the DSH program for rural hospitals, see section
211.
SEC. 304. WAGE INDEX IMPROVEMENTS.

(a) DURATION OF WAGE INDEX RECLASSIFICA-
TION; USE OF 3-YEAR WAGE DATA.—Section
1886(d)(10)(D) (42 U.S.C. 1395ww(d)(10)(D)) is
amended by adding at the end the following
new clauses:

‘‘(v) Any decision of the Board to reclassify a
subsection (d) hospital for purposes of the ad-
justment factor described in subparagraph
(C)(i)(II) for fiscal year 2001 or any fiscal year
thereafter shall be effective for a period of 3 fis-
cal years, except that the Secretary shall estab-
lish procedures under which a subsection (d)
hospital may elect to terminate such reclassi-
fication before the end of such period.

‘‘(vi) Such guidelines shall provide that, in
making decisions on applications for reclassi-
fication for the purposes described in clause (v)
for fiscal year 2003 and any succeeding fiscal
year, the Board shall base any comparison of
the average hourly wage for the hospital with
the average hourly wage for hospitals in an
area on—

‘‘(I) an average of the average hourly wage
amount for the hospital from the most recently
published hospital wage survey data of the Sec-
retary (as of the date on which the hospital ap-
plies for reclassification) and such amount from
each of the two immediately preceding surveys;
and

‘‘(II) an average of the average hourly wage
amount for hospitals in such area from the most
recently published hospital wage survey data of
the Secretary (as of the date on which the hos-
pital applies for reclassification) and such
amount from each of the two immediately pre-
ceding surveys.’’.

(b) PROCESS TO PERMIT STATEWIDE WAGE
INDEX CALCULATION AND APPLICATION.—

(1) IN GENERAL.—The Secretary of Health and
Human Services shall establish a process (based

on the voluntary process utilized by the Sec-
retary of Health and Human Services under sec-
tion 1848 of the Social Security Act (42 U.S.C.
1395w–4) for purposes of computing and apply-
ing a statewide geographic adjustment factor)
under which an appropriate statewide entity
may apply to have all the geographic areas in a
State treated as a single geographic area for
purposes of computing and applying the area
wage index under section 1886(d)(3)(E) of such
Act (42 U.S.C. 1395ww(d)(3)(E)). Such process
shall be established by October 1, 2001, for re-
classifications beginning in fiscal year 2003.

(2) PROHIBITION ON INDIVIDUAL HOSPITAL RE-
CLASSIFICATION.—Notwithstanding any other
provision of law, if the Secretary applies a state-
wide geographic wage index under paragraph
(1) with respect to a State, any application sub-
mitted by a hospital in that State under section
1886(d)(10) of the Social Security Act (42 U.S.C.
1395ww(d)(10)) for geographic reclassification
shall not be considered.

(c) COLLECTION OF INFORMATION ON OCCUPA-
TIONAL MIX.—

(1) IN GENERAL.—The Secretary of Health and
Human Services shall provide for the collection
of data every 3 years on occupational mix for
employees of each subsection (d) hospital (as de-
fined in section 1886(d)(1)(D) of the Social Secu-
rity Act (42 U.S.C. 1395ww(d)(1)(D))) in the pro-
vision of inpatient hospital services, in order to
construct an occupational mix adjustment in the
hospital area wage index applied under section
1886(d)(3)(E) of such Act (42 U.S.C.
1395ww(d)(3)(E)).

(2) APPLICATION.—The third sentence of sec-
tion 1886(d)(3)(E) (42 U.S.C. 1395ww(d)(3)(E)) is
amended by striking ‘‘To the extent determined
feasible by the Secretary, such survey shall
measure’’ and inserting ‘‘Not less often than
once every 3 years the Secretary (through such
survey or otherwise) shall measure’’.

(3) EFFECTIVE DATE.—By not later than Sep-
tember 30, 2003, for application beginning Octo-
ber 1, 2004, the Secretary shall first complete—

(A) the collection of data under paragraph
(1); and

(B) the measurement under the third sentence
of section 1886(d)(3)(E), as amended by para-
graph (2).
SEC. 305. PAYMENT FOR INPATIENT SERVICES OF

REHABILITATION HOSPITALS.
(a) ASSISTANCE WITH ADMINISTRATIVE COSTS

ASSOCIATED WITH COMPLETION OF PATIENT AS-
SESSMENT.—Section 1886(j)(3)(B) (42 U.S.C.
1395ww(j)(3)(B)) is amended by striking ‘‘98 per-
cent’’ and inserting ‘‘98 percent for fiscal year
2001 and 100 percent for fiscal year 2002’’.

(b) ELECTION TO APPLY FULL PROSPECTIVE
PAYMENT RATE WITHOUT PHASE-IN.—

(1) IN GENERAL.—Paragraph (1) of section
1886(j) (42 U.S.C. 1395ww(j)) is amended—

(A) in subparagraph (A), by inserting ‘‘other
than a facility making an election under sub-
paragraph (F)’’ before ‘‘in a cost reporting pe-
riod’’;

(B) in subparagraph (B), by inserting ‘‘or, in
the case of a facility making an election under
subparagraph (F), for any cost reporting period
described in such subparagraph,’’ after ‘‘2002,’’;
and

(C) by adding at the end the following new
subparagraph:

‘‘(F) ELECTION TO APPLY FULL PROSPECTIVE
PAYMENT SYSTEM.—A rehabilitation facility may
elect, not later than 30 days before its first cost
reporting period for which the payment method-
ology under this subsection applies to the facil-
ity, to have payment made to the facility under
this subsection under the provisions of subpara-
graph (B) (rather than subparagraph (A)) for
each cost reporting period to which such pay-
ment methodology applies.’’.

(2) CLARIFICATION.—Paragraph (3)(B) of such
section is amended by inserting ‘‘but not taking
into account any payment adjustment resulting
from an election permitted under paragraph
(1)(F)’’ after ‘‘paragraphs (4) and (6)’’.

(c) EFFECTIVE DATE.—The amendments made
by this section take effect as if included in the
enactment of BBA.
SEC. 306. PAYMENT FOR INPATIENT SERVICES OF

PSYCHIATRIC HOSPITALS.
With respect to hospitals described in clause

(i) of section 1886(d)(1)(B) of the Social Security
Act (42 U.S.C. 1395ww(d)(1)(B)) and psychiatric
units described in the matter following clause
(v) of such section, in making incentive pay-
ments to such hospitals under section
1886(b)(1)(A) of such Act (42 U.S.C.
1395ww(b)(1)(A)) for cost reporting periods be-
ginning on or after October 1, 2000, and before
October 1, 2001, the Secretary of Health and
Human Services, in clause (ii) of such section,
shall substitute ‘‘3 percent’’ for ‘‘2 percent’’.
SEC. 307. PAYMENT FOR INPATIENT SERVICES OF

LONG-TERM CARE HOSPITALS.
(a) INCREASED TARGET AMOUNTS AND CAPS

FOR LONG-TERM CARE HOSPITALS BEFORE IM-
PLEMENTATION OF THE PROSPECTIVE PAYMENT
SYSTEM.—

(1) IN GENERAL.—Section 1886(b)(3) (42 U.S.C.
1395ww(b)(3)) is amended—

(A) in subparagraph (H)(ii)(III), by inserting
‘‘subject to subparagraph (J),’’ after ‘‘2002,’’;
and

(B) by adding at the end the following new
subparagraph:

‘‘(J) For cost reporting periods beginning dur-
ing fiscal year 2001, for a hospital described in
subsection (d)(1)(B)(iv)—

‘‘(i) the limiting or cap amount otherwise de-
termined under subparagraph (H) shall be in-
creased by 2 percent; and

‘‘(ii) the target amount otherwise determined
under subparagraph (A) shall be increased by 25
percent (subject to the limiting or cap amount
determined under subparagraph (H), as in-
creased by clause (i)).’’.

(2) APPLICATION.—The amendments made by
subsection (a) and by section 122 of BBRA (113
Stat. 1501A–331) shall not be taken into account
in the development and implementation of the
prospective payment system under section 123 of
BBRA (113 Stat. 1501A–331).

(b) IMPLEMENTATION OF PROSPECTIVE PAY-
MENT SYSTEM FOR LONG-TERM CARE HOS-
PITALS.—

(1) MODIFICATION OF REQUIREMENT.—In devel-
oping the prospective payment system for pay-
ment for inpatient hospital services provided in
long-term care hospitals described in section
1886(d)(1)(B)(iv) of the Social Security Act (42
U.S.C. 1395ww(d)(1)(B)(iv)) under the medicare
program under title XVIII of such Act required
under section 123 of BBRA, the Secretary of
Health and Human Services shall examine the
feasibility and the impact of basing payment
under such a system on the use of existing (or
refined) hospital diagnosis-related groups
(DRGs) that have been modified to account for
different resource use of long-term care hospital
patients as well as the use of the most recently
available hospital discharge data. The Secretary
shall examine and may provide for appropriate
adjustments to the long-term hospital payment
system, including adjustments to DRG weights,
area wage adjustments, geographic reclassifica-
tion, outliers, updates, and a disproportionate
share adjustment consistent with section
1886(d)(5)(F) of the Social Security Act (42
U.S.C. 1395ww(d)(5)(F)).

(2) DEFAULT IMPLEMENTATION OF SYSTEM
BASED ON EXISTING DRG METHODOLOGY.—If the
Secretary is unable to implement the prospective
payment system under section 123 of the BBRA
by October 1, 2002, the Secretary shall imple-
ment a prospective payment system for such
hospitals that bases payment under such a sys-
tem using existing hospital diagnosis-related
groups (DRGs), modified where feasible to ac-
count for resource use of long-term care hospital
patients using the most recently available hos-
pital discharge data for such services furnished
on or after that date.
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